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FRIDAY, SEPTEMBER 11, 1959 


House or RepPresENTATIVES, 
Corron SUBCOMMITTEE OF THE 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m. in room 1310, 
New House Office Building, Hon. E. C. Gathings presiding. 

Mr. Garuincs. The committee will come to order. The other mem- 
bers will be here shortly as they have all been called. In the final 
hours of the session it is difficult to get them here on time. 

This hearing is called this morning for the purpose of seeing what 
is being done with respect to the handling of “A” cotton, to get the 
views of those who are concerned in the program, the cotton merchant. 
We want to determine the facts with regard to the program on “A” 
cotton. 

We have with us a number of witnesses from over the Midsouth 
territory. We are pleased to have the Honorable Frank Smith of the 
State of Mississippi. Mr. Smith, would you introduce the gentleman 
you have with you, your constituent. 

Mr. Smirxa. Thank you, Mr. Chairman. This morning Mr. B. A. 
Hammond is here to speak in behalf of cotton buyers, the cotton trade, 
you might say, in the Mississippi Delta area. Mr. Hammond is from 
Greenwood, Miss. He is a very successful and very highly regarded 
cotton merchant in the area. " 

I think he is qualified to speak on the past practices in cotton buy- 
ing and the effect of the workings of the program set up by the De- 
partment to handle the so-called choice “A” cotton, how it appears to 
be working out. 

I believe he could give us a general statement and from that you 
can get any other information you might want about specific prac- 
tices, how they appear to be affecting the cotton trade. We are very 
much concerned about the effect the Department’s regulations may 
have—an unintended effect so far as the Department is concerned— 
of driving out the traditional market for sale of cotton in the area 
where it is grown. 

I am sure the Department intended to preserve that traditional 
market because that was the intent of Congress when the present law 
was passed and that was the intent of various officials of the Depart- 
ment of Agriculture in both formal and informal statements at the 
time of the passage of the bill and at various times while developing 


regulations. 
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I am sure you and the other members of the committee are ag 
familiar as I am with statements made at that time. I hope this hear- 
ing this morning, through hearing all participants in the program in 
the field, can help the Department officials see some of the problems 
which have developed. I know Mr. Hammond will be in a good 
position to help provide a clear picture of what is going on. 

Mr. Garuines. Thank you, Mr. Smith. 

Mr. Hammond, we are delighted to have you. State your full name 
and place of residence and give us a little information about yourself 
at the outset. 


STATEMENT OF B. A. HAMMOND, GREENWOOD, MISS. 


Mr. Hammonp. I am B. A. Hammond of Greenwood, Miss. T am 
engaged in the cotton business at Greenwood, in the brokerage busi- 
ness, representing merchants and mills in buying cotton. 

Mr. Garutnes. Mr. Hammond, could you give us the picture with 
respect to the handling of choice “A” cotton in the Mississippi Delta! 
Just how is it handled at this time under the present procedure and 
regulations of the Department of Agriculture / 

Mr. Hammonp. To begin with, the movement in the delta has not 
gone far enough so that you can tell exactly how the program will 
operate. Their big fear there, of course, is the redtape and regula- 


tions involved in handling choice “A” cotton. My primary interest, | 


I think, in being here and being sent here by the cotton industry in 
Greenwood and the Mississippi Delta is in regard to one particular 
regulation that allows a purchasing agent to transmit his choice “A” 
cotton to a sales agent. 

The problem we have run into and the problem that is causing our 
concern down there—of course, we are aware of the Department’s 
intention in setting up this program to try to preserve the traditional 
markets and let cotton go to market in the traditional and historical 
way, but we have run into this problem. I understand it began in the 
Southeast where these purchasing agents failed to set up sales agen- 
cies to sell the cotton to the merchants and the mills, and they were 
transmitting their cotton direct to the Commodity Credit. 

Consequently, there had to be some provision made to get this cotton 
to the mill as quickly as possible. I understand a few of the small 
mills set up sales agencies and the cotton is transmitted to them to 
bid on, that to offer for sale and, of course, bid on it for themselves if 
need be. Of course, that comes out of small communities where there 
is only one buyer, no competition at that point for the cotton. We ran 
into this in Greenwood. We havea highly competitive market. We 
handle about 750,000 bales of producer cotton every year on that mar- 
ket. All the cotton on the market is sold through what we call factors. 
That is, they are agents for the producers. I say all of it; 99 percent 
or more is sold like that. 

These cotton merchants in the Carolinas, in small communities in 
the Carolinas—and one in particular that I have in mind and one or 
two mills in the Carolinas—have negotiated deals with these factors 
in Greenwood where when they receive the cotton from the producer, | 
the Commodity Credit, they act as purchasing agents, they buy the 
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pale for buying the cotton for the Commodity Credit. They are also 
qualified sales agents for the Commodity Credit. For every bale they 
sell I believe they receive a dollar. 

These shippers or merchants and mills in the Carolinas have nego- 
tiated deals and gotten these factors to enter into contracts with them 
where they buy the cotton for the Commodity Credit, they in turn 
transmit this cotton to a sales agency, which is the mill or the large 
merchant in the Carolinas. 

I have two in mind; I keep speaking of the Carolinas. These two 
are located in South Carolina, one in a very small community in South 
Carolina, I believe Norway, S.C.; the other is at Greenville. Those 
are the two that have bought out six or seven of the factors there. 
in other words, they act in the capacity of a purchasing agent and 
iransmit their cotton to these merchants in the Carolinas and do not 
offer the cotton for sale on the Greenwood market. 

Mr. Garuines, That is one of the main contentions of the trade ? 

Mr. Hammonp. That is the main contention. 

Mr. Gatruines. What are the criteria set up now to give the au- 
thority? Whodesignates these agents and how many are there ? 

Mr. HamMonp. Sales agencies / 

Mr. Garuines. Yes. 

Mr. HamMmonp. Sir, I do not know. Everyone in Greenwood, Miss., 
who had a history of acting as a factor for the producer or the agent 
for the producer, all of those fellows, about 12 of them, 12 or 14, 
qualified as sales agents. I believe it was 12. They qualified as sales 
agents and purchasing agents for the Commodity Credit. I am 
speaking of the Greenwood, Miss., market. They are not exercising 
their rights as sales agents. They are purchasing the cotton for the 
Commodity Credit and without offering it on the local market for 
sale, which is a highly competitive market. 

For example, we had one sales agent there who offered 1,019 bales 
on Wednesday for sale. Twenty firms bid on it, and it brought up 
to $12.50 a bale over the choice “A” minimum resale price. If they 
had had the cotton to supply it, they would have had bids on over 
4,900 bales of cotton trying to purchase this thousand bales. In other 
words, it would have taken 4,900 bales to supply the demand that day. 
It brought up to $12.50 over the minimum resale price, “A” resale 
price. 

Mr. Garuines. The cotton right now that is coming on the market 
is high grade cotton and is in demand ? 

Mr. Hammonp. Yes, sir; it is high grade cotton, considered high 
grade, not as high as the usual grades are, due to weather conditions 
and growing conditions. 

Mr. Garuines. How much cotton is moving now in the Greenwood 
area ? 

Mr. Hammonp. I would say not over three or four or five hundred 
bales a day, say 400 bales a day right now. Next week it will be mov- 
ing up to three or four thousand bales a day easily. 

Mr. Garuines. It is opening up fast ? 

Mr. Hammonp. Yes, sir. 

Mr. Garuines. What changes do you think should be made in the 
procedure and regulations with respect to choice “A” cotton? What 
are your recommendations ? 
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Mr. Hammonp. I would rather not give a personal recommend. ] 
tion but just say this. We had a conference a couple of days ago with | 4j] 
a gentleman who was trying to help us on this matter. Several of yw -] 
were together. We more or less drew up a recommendation. Or 

To implement the objective and in order to encourage the movement } 
of cotton in the normal channels of trade, the following amendment pul 
is suggested : Any transfer of cotton by choice “A” purchasing agents; ~ } 
to other purchasing agents that will remove producer-purchased COC| Ne 
cotton from its immediate trade area must first be approved by the! the 
Commodity Credit. | ioe 

I believe that was one of the alternatives that a group of us settled! the 
on. In other words, you take Greenwood, Miss., which is a highly! has 
competitive market. It is traditional with Mississippi Delta cotton| wa; 
to bring more money in the same grade and staple than the equal! yen 
grade and staple in some other territory. We think it will be to the} gle 
advantage of the Commodity Credit and also to the advantage of| 
preserving the market there to leave it on the market. We would ask! dur 
that any purchasing agent who is a qualified sales agent, if he desires; 
to transmit his cotton to another territory for sale, must first show 


why he cannot sell it on that market. | 
Mr. Aspernetuy. May I ask Mr. Hammond a question ? Mc] 
Mr. Garutinos. Mr. Abernethy. M 
Mr. Asernetuy. I just had a question from Louisville, in my dis-} this 
trict. I am sure you are familiar with that area. whi 
Mr. Hammonp. Yes. thin 


Mr. Anernetruy. They are having this sort of problem. I doubt} y 
if you are having this situation over in the delta, but I want to inquire} the 
about it. ure 

The purchasing agent at Louisville, which in this instance happens| Nev 
to be a bank, is denied the privilege of advancing the money to the} agsv 
farmer until he has received the signature of the warehouseman on| JM 
some particular form. I did not get the number of the form, butI) this 
guess the object of the signature is to evidence the fact that the cotton} M 
is in that particular warehouse. | M 

There is no warehouse in Louisville. Winston County, of which} Div 
Louisville is the county seat, is warehoused in Union, which isdown| T 
in the county below. A farmer in the county going to this bank, the} Fric 
Commercial Bank I believe it is, the bank has been denied the privé} hou: 
lege of advancing that money to that farmer until he goes all the way} in. 
down to Union, Miss., and gets the signature of the warehouseman} ¢alls 
on this particular form, even though the bank is willing to assume} W 
all risk and hold the Government secure in the event something goes} regu 
wrong with the transaction. sign 

That is visiting a tremendous inconvenience on the farmers of this} purc 
county. Cotton is ginned in Louisville, is moved to the warehouse, bisb 
the sample goes to Jackson, comes back. When he takes the sample} M 
to the purchasing agent, he cannot get his money unless he gets in} M 
his automobile and drives down into the next county and secures the; befo 
signature of the warehouseman, even though the banker is willing i) M 


advance the money at his own risk. | be is 
Mr. Hammonp. That is correct. | M 
Mr. Anernetuy. Are you having any problems with that ? | M 
quite 
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da- | Mr. Hammonp. Yes, sir; we are having problems and complaints 
ith all over the market. 
us ‘Mr. ABERNETHY. Have you people had that matter up with the New 
Orleans office ? 
ent; Mr. Hammonp. I do not know. I am not a qualified sales agent nor 
ent} purchasing agent for the Commodity Credit. 
nts; Mr. Aserneruy. I was told this morning that one person in the 
OC | New Orleans office advised the people in Louisville that it is true that 
the | they were visiting a little inconvenience upon them in that regard, but 
| they ought not to be too unhappy with it because they were paying 
led! them a 3-cent premium for the “A” cotton. The New Orleans office 
hly' has nothing to do with that. The Congress made that decision. There 
ton} was nothing written into the act that these farmers should be incon- 
ual| yenienced particularly simply because they might have decided or 
the| glected to plant their cotton under program “A.” That is all. 
of} Mr. Garutnes. Mr, Abernethy, I wondered if you could be with us 
ask during the whole morning. 
irs; Mr. AperNeruy. Off the record. 
10W (Discussion off the record.) 
Mr. Garuines. While you are here, I wonder if you could ask Mr. 
McLain or Mr. Raper if they could answer this question. 
| Mr. McLatn. There is a solution. We got the criticism Friday on 
dis-} this particular point. We have a solution for it coming through, 
which will be taken care of very promptly. This is a very minor 
thing. 
ubt} Mr. Aserneruy. Will the solution be such that the bank will assume 
ure} the risk until the warehouseman signs this particular form! The 
| purchasing agent is perfectly willing to do that. He advised the 
ens! New Orleans office he was perfectly willing to advance the money and 
the} assume all risk. 
}o| Mr. McLarn. This is very reasonable and, as I say, we are getting 
ut 1 this ironed out quickly. Mr. Raper will tell you about it. 
tton) Mr. Garuines. Mr. Raper, please identify yourself for the record. 
Mr. Raper. I am Ralph H. Raper, Deputy Director of the Cotton 
hich} Division. 
own} This problem you speak of was first called to our attention last 
the} Friday afternoon by the vice president of the National Cotton Ware- 
‘ivt| housemen’s Association. About 30 minutes later Mr. Biggs called 
way| in. He had had other calls. Since then we have had quite a few 
man} calls in this connection. 
ume} We recognize the problem and are now attempting to amend the 
goes} regulation so that the warehouseman’s certificate will not have to be 
signed prior to disbursement of funds. We will leave it up to the 
this ene agent as to whether or not it is signed prior to or after 
muse) disbursement of funds. 
aple} Mr. Anerneruy. You have made my problem rather easy. 
sin} Mr. Rarer. The warehouseman’s certificate will have to be signed 
s the; before the documents are accepted. 
gto) Mr. Anernerny. When do you think the amended regulation will 
| be issued ? 
Mr. Rarer. I would hope it would be fairly soon. 
Mr. Asernetuy. In my section the quantity of cotton ginned is 
quite small compared with the delta area. They are at peak right now 


| 
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ginning and it will not take them too long to finish up. Unless there 
1s some immediate issuance of the order, the situation might be delayed 
too long. I am just hopeful that the amended regulation will be 
put into effect in the next 2 or 3 days. I see no reason why it cannot, 
although you may have some reason to the contrary. 


Mr. Raper. We are of the opinion we can get it cleared so we can 


transmit it tothe New Orleans office within a few days. 

Mr. Asernetuy. Thank you, sir. 

Mr. Gaturnes. Are there any questions of Mr. Hammond? Mr, 
Smith ? 

Mr. Smiru. Mr. Chairman, I would like to make sure the committee 
understands the problem. I would like to comment on Mr. Ham. 
mond’s testimony and perhaps ask him a question about it. 

The basic problems is the fact that there is a very large section of 
the cotton business in my area and I am sure in other parts of the 
Cotton Belt in which brokers of the type of Mr. Hammond do not 
buy directly normally from the farmer but they buy from cotton 
buyers. This practice is apparently developing under which mills in 
more noncompetitive areas such as the Carolina points he mentioned, 
where there is not a great deal of cotton production by comparison 
with our area, are able to take this cotton off the Greenwood market, 
there is no source for distribution or purchase of cotton by brokers. 

If the major part of the cotton raised in the area is bought by agents 
for the Carolina people or for the CCC, of course, and it becomes avail- 
able for sale only in the Carolinas, it moves the cotton these people 
have to have an opportunity to buy in order to stay in business. 

That is the basic objection because the program, as we understand 
it, was that it would interfere as little as possible with the normal 
channels of cotton trade. 

In addition to that, if this practice is continued, it obviously means 
CCC will give less money for the cotton they buy. Obviously, these 
people are not going to buy the cotton for the people in Greenville! 
if they did not think they could get it for their mills at a cheaper| 
price. There would be no point in establishing the practice. | 

I think the point he makes is not only the traditional cotton business| 
suffers but the Government would suffer by getting less income oa 
the sale. 

Mr. Hagen. Will the gentleman yield? 

Mr. Smirn. Yes. 

Mr. Hacen. These buyers are acting on behalf of CCC; is that 
correct ? 

Mr. Soiru. A lot of the program is such that various cotton buyers 
are made certified agents of CCC through various procedures: They 
are the people who normally would be buying. If there were no 
Government program involved, they would be buying directly from 
the farmer and offering it to the highest bidder in lots, as Mr. Ham- 
mond referred to. | 

Mr. Hacen. The market would be Mr. Hammond and his counter- 
parts? | 

Mr. Smiru. Yes. 

Mr. Hacen. Now the market is CCC. 
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Mr. Situ. The immediate market is CCC. We are all hopeful 
there will be enough demand for this cotton that as little as possible 
will go into the hands of the CCC. 

Mr. Garuines. Are there further questions ? 

Mr. Hammond, do you havea further statement ? 

Mr. Hammonp. I would like to make this one statement. The 
cotton trade in Greenwood thinks the only reason our factors there 
will enter into a contract with those people is because of the unusual 
redtape and complications in handling this cotton and also these firms, 
the big merchants and the mills, the two involved that I continue to 
speak of, are paying them their dollar, the dollar they would get from 
Sn wodity Credit ; if they sell that cotton on the market in Green- 
wood, they would get a dollar from Commodity Credit. These big 
ghippers will pay them that dollar for the privilege of taking the 
cotton up to the Carolinas to offer for sale. 

Mr. Garuines. Take it out of the channels of trade ? 

Mr. Hammonp. They are willing to pay a factor in Greenwood $1 a 
bale for every (A) bale of cotton he transmits to them. In addition 
to that, they pay their agent a certain amount per bale for negotiating 
the deal, and they pay the exchange on the eae transaction, which 
amounts to approximately $2 a bale, Iwould say, in round figures. 
They are willing to invest $2 a bale in round figures to get this cotton 
transmitted to them from the Greenwood market to a market in the 
Carolinas where we think the only reason they can want it there is 
because of théir advantage in buying it. That is the only reason 
the cotton trade can see in Greenwood. 

Mr. Garuines. Thank you so much, Mr. Hammond. We appre- 
ciate your appearance here. 

Mr. Smiru. Mr. Chairman, while I am still with you, I would like 
to ask consent to put in the record a statement or a letter to the Secre- 
tary of Agriculture by the Memphis Cotton Shippers Association. 

Mr. Garuines. Without objection, it will go in at this point. 

(The letter referred to follows :) 

MEMPHIS CoTTON SHIPPERS ASSOCIATION, 
July 24, 1959. 
Hon. Ezra Tart BENSON, 
Secretary Of Agriculture, 
Washington, D.C. 


DeaR Mr. SecrerTary: Throughout your tenure of office, the cotton trade hes 
admired and appreciated your consistent approach to the disposition of agricul- 
tural surpluses. Insistence that programs be implemented toward minimum 
Government and maximum trade participation tends to evolve the most prac- 
tical and economical method for disposition of surpluses. 

This policy is further exemplified by the recent publication of procedures 
covering the purchase and sales of choice A cotton for the 1959-60 season. We 
sincerely believe that this program is the best thing that has been developed so 
far; it should be given a fair chance to operate. However, should inequities and 
unsatisfactory operation take place, the cotton trade will be blamed, and cor- 
rectly so. 

As a trade organization, we feel the responsibility to submit to you certain 
transparent opportunities that the trade will be induced to take advantage of. 
Due to regulation wording and subsequent interpretations, operations will occur 
contrary to the interest of cotton as a whole, the Department, and to previous 
policies of the Department. USDA, Commodity Stabilization Service, “Purchase 
and Sales Agencies and Custodians Handbook (6—NO),” amendment 2, July 17, 
gives reason for this appeal. (Copy of pertinent pages attached for ready refer- 
ence.) Two flagrant possibilities come to mind: 
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When CCC sells cotton from its catalog for unrestricted use, it makes infor. 
mation available so all potential bidders can determine the statutory minimum; 
CCC will continue this during the 1959-60 season. However, under pen 
Department regulations permitting private interests to act as agents in selling 
CCC-owned A cotton, a sales agent electing to sell by display of samples, can in 
fact deliberately withhold information as to the statutory minimum, and the 
Government classification (see questions and answers No. 84 and 85, pp. 34 and 
35, copy attached). 

It is morally incorrect for information on a Government-owned commodity to 
be supplied to a private individual, such person being free to sell this informa- 
tion clandestinely or to use such information for his own personal advantage in 
buying for his own account. 

It is also a disadvantage to the Treasury which we would not consider request- 
ing or condoning; historically the best volume and price are obtained from aue 
tions where the greatest number of informed bidders participate. This axiom 
is demonstrable from the Department’s own experience when inaugurating 
export sales programs on cotton in recent years; on the first offering, a signifi- 
eant percentage of the bids were ineligible, and volume of sales limited. As the 
minimum became known, the percentage of eligible bids increased, the volume 
usually increased, and the price always tended upward. 

The fact that an auction is held by display of samples does not reduce, but in 
fact strengthens, the need to heed this axiom. Economics are that any bidder 
bids “low” when all factors are not known. 

The second item involves relationship of the production point of the cotton 
to the location of the sales agent. As it stands now, sales agents at any point 
in the United States will tend to importune purchasing agents in any other 
point in the United States to route cotton out of its normal area so that it will 
appear for sale on samples only in points where there is limited interest, and 
knowledge. For example, an agent could arrange for 100,000 bales of West 
Texas short cotton to be offered only at Charleston, S.C., or Tennessee cotton 
only at Fresno, Calif. The agent then has limited his competition as local bid- 
ders would not be familiar with the growth displayed nor would there be inter- 
est in the volume offered. This is contrary to what appears to be the spirit of 
the program; various references in the interpretation recognize such as an 
inequity by forbidding samples being sent by agent to any mill or any limited 
group of customers (question and answer No. 88, p. 36). 

As the regulations and advance interpretations have been made known, various 
sales agents are soliciting contracts between themselves and a purchasing agent 
whereby the purchasing agent will send all of his cotton to the sales agent; 
the sales agent being obligated to rebate to the purchasing agent more than the 
total net he receives from the Government for acting as sales agent. The word- 
ing and interpretations of the regulation, as herein outlined, afford obvious ad- 
vantage to a sales agent so operating with a corresponding disadvantage to 
the CCC. In order to avoid inevitable criticism of USDA and the cotton trade, 
the following amendments should be made to the regulation : 

1. Sales agents, in all circumstances, should be required to make available to 
potential bidders the Government classification, and/or the statutory minimum. 

2. Sales agents should be permitted to offer cotton only in the immediate area 
of production, or alternately by approval of CCC in other traditional marketing 
areas for such cotton. 

Respectfully yours, 
J. W. Ramsay, President. 


Mr. Garuines. Our next witnesses are Mr. Harlow Sanders, repre- 
senting the Pine Bluff Cotton Exchange of Pine Bluff, Ark.; Mr. 
Tracy T. Jones, who is president of Little Rock Cotton Exchange of 
Little Rock, Ark.; Mr. J. R. Chappel, Jr., of Forrest City, Ark.; Mr. 
Ely Etchieson, president of Arkansas-Missouri Cotton Trade Asso- 
ciation and president of the Blytheville Board of Trade, Blytheville, 
Ark. 


Mr. Sanders, we would like to hear from you at this time. 
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STATEMENT OF HARLOW SANDERS, REPRESENTING THE PINE 
BLUFF COTTON EXCHANGE, PINE BLUFF, ARK. 


Mr. Sanpers. I am Harlow Sanders, a cotton merchant in Pine Bluff, 
Ark., engaged in the cotton business since 1918. I am both the pur- 
chasing agent and the sales agent for the CCC under this program. 

Mr. Gatuines. To be begin with, just what was the procedure before 
you were designated as purchasing agent? How did you go about 
that? How did you get that? 

Mr. Sanvers. I made application to be approved as a paces 
agent and as a sales agent, qualifying by virtue of the fact that lb 
operated in those capacities during the years of 1957 and/or 1958, 
which we understood was required. 

Mr. Gatrurincs. How many other purchasing agents and sales agents 
are there in the city of Pine Bluff ‘ 

Mr. Sanpers. We have a great many more purchasing agents than 
sales agents. All of the ginners and banks, some heiniiondii I imagine, 
are purchasing agents. The sales agents are fewer in number. Just 
guessing, I would say in the Pine Bluff market—which is a very active 
market, by the way—I do not know how much cotton we handle there, 
but we claim it is the biggest market between Memphis and Dallas. I 
say we handle a half million bales. We have no actual record of it. 

Mr. Garuines. Thank you. 

Mr. Sanpers. As you know, this is a jumped-up job with us; we 
were up practically all night. At this time yesterday we had no idea 
we would be here. 

Mr. Garuines. We did not, either, Mr. Sanders. This was moved 
up pretty fast in view of the fact that so many Members have plans to 
go home. 

Mr. Sanvers. We were willing to take off because our life is at stake 
here. 

Mr, Aperneruy. You say you had no idea you would be here. You 
mean in Washington—not in existence 4 

Mr. Sanpers. That is right. We got together to save the time of 
you gentlemen and worked up a little statement we thought might be 
more concrete; and at the end of it we offer some definite suggestions 
which we think might be corrections for the problems now before us. 

If you have no objection, sir, I will read this. It isshort. 

Mr, Garuines. You may proceed. 

Mr. Sanpvers., In designing the Government purchase and sales pro- 
gram under the A plan, the Commodity Credit Corporation has done 
a good job after being given a most difficult task of doing something 
that has not been done before. 

The program was set up to move the 1959 cotton crop in the most 
efficient manner and at the smallest possible loss to the Government 
with the avowed purpose to use in both its purchase and sales pro- 
grams the normal channels of trade to the maximum extent prac- 
ticable. Since the A and B programs are of a transitory nature, the 
preservation of the trade is considered a matter of great importance. 
Recognizing this, the New Orleans Commodity Credit handbook, 
known as 6—NO, sets out that local people with merchandizing experi- 








10 PURCHASE AND RESALE OF CHOICE “A” COTTON 


ence are to be urged to participate in the purchase program, pro- 
ducers are to be encouraged to send their A cotton to these local 
agencies. Under the heading “Policy in Regard to Sales-A—Utiliza. 
tion of Normal Channels of Trade,” Handbook 6- NO, the statement 
is made: 

It is the policy of the CCC to utilize the normal channels of trade to the 
maximum extent practicable in disposing of cotton acquired in its price-support 
operations. 

These are worthy objectives and entitled to full support, but what is 
happening? We have a distorted and abnormal situation threaten. 
ing the life of the local trade and large unnecessary losses to the Gov- 
ernment. Some of this will be repetition of what you have already 
heard. 

First, cotton is being taken out of local territories and sold in un-| 
familiar markets hundreds of miles away. It is a matter of record | 
that cotton brings the highest prices in the local area of production 
where, through the years, the buyers, facing unrestricted competition, 
have of necessity found out where to go to get the best prices from | 
other buyers who need the particular kind of cotton the area produces | 
and come there to buy it. 

By the way, for instance, in Pine Bluff we have several very large 
mills who have representatives there to bid for our cotton. 

For example, recently, cotton bought in Corpus Christi, Tex, 
under the A program was sent to a sales ¢ agency in Pine Bluff, Ark, 
to be sold for the Government. I am the sales agency. Not being the 
kind of cotton normally sold in that market, there was only one bid 
made for the cotton, and that at the minimum resale price. 

I call your attention to the fact that the gentleman just said in 
Mississippi the resale was $12.50 a bale; so on that basis this cotton 
cost the Government $12.50 a bale. 

The same cotton, at the same time, sold in Corpus Christi, Tex. 
its normal market was selling well above the resale price. Now it is) 
rumored that one large Memphis cotton firm is planning to take its! 
Memphis cotton to California for resale under the A program. They 
they propose to take their California cotton to Memphis for resale— 
the idea being to take it away from the market where it gets the larger 
price and give them an opportunity to repurchase it. 

Second, cotton mills have been allowed to qualify as sales agents 
for Government raw cotton—a most unusual procedure. Good judg 
ment would not allow cotton mills to become sales agents for the Gov- 
ernment to sell Government raw cotton to themselves. Mills ar 
buyers of raw cotton, not sellers, have never been sellers, not in 195i, 
1958, or any time, which is one of the requirements to be a sales agen’ 
as we understand it from what we were told. 

Why would a mill want to be a sales agent and take Pine Pluf 
Ark., cotton away from Pine Bluff and sell it in its offices a thousan# 
miles aw ay? That is something that never happend before. Why 
now? The answer is plain. I will give you an illustration: 

The Government pays 35.87 cents per pound—that is about $180 
bale—for Middling 17, cotton in Pine Bluff, Ark. The sales agen 
is then told to take this same cotton and sell it within 7 days to the 
highest bidder under sealed bids with the provision that it. canal 
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be sold below 33.19 cents per pound. That is about $165 a bela 





my 


the 
they 
M 
sale 
M 
M 
M 


& Sa 





‘0- 
a 


AF 


4 


‘nt 


the 
ort 


n 
yv- 
dy 


n- 
rd | 
ion 
on, 
om 
Ces | 


rge 


PX,, | 
rk,, | 
the 
bid 


in 
ton 
ex., 
t is 
> its! 
hen| 


le—| 


ger 


| 


ents| 
idg- 
TOV: 

are) 
957 
rent, 


luff 
sand! 
Why 


a: 


gen 
» the 
nnot! 
le. 





PURCHASE AND RESALE OF CHOICE “A” COTTON ll 


Mr. Garuincs. Would you suffer an interruption right there? 

Within that 7 days, do you have an opportunity to make a deter- 
mination as to the classification of that cotton ? 

Mr. Sanpvers. I will tell you what we are doing as a sales agency. 
We are selling today 150 bales in our office and we get the samples 
of this cotton and we put it out on the table as lot No. 10 or 11 and 
the buyers are free to come in and look at it. They do that. They 
all come. They know it is there. They are accustomed to that and 
they make a se: aled bid on it and put it in an envelope and leave it with 
us. Then at a specified time these bids are opened, and the cotton is 
sold to the highest bidder. There is nothing secret about it. It must 
be posted. 

Mr. Garuines. That is no different than the regular procedure? 

Mr. Sanpers. Yes, sir. That is the way we have always done it. 
Our contention is that we have buyers in there and I mentioned the 
fact that we have a large number of large mills there. They come 
there for the purpose of bidding on this cotton and since they bid on 
it, it runs the price up. Then here comes a mill—and I have this all 
written down—they come in there with their sales agent and they 
tell me, “You get a dollar a bale selling this cotton and you have a 
lot of work to do. ‘Turn it over to us and we will do all the work. 
We will take a thousand bales off and sell it.” 

I have that all written down here and I would like to come back 
to that. 

Is that clear ? 

Mr. Gatrurnes. I just wondered if that cotton has the Government 
class on it. 

Mr. Sanpers. Yes, sir; but in our particular case we are showing 
the cotton on samples. Some people sell it on what they call green 
cards. We think it sells higher on samples. We know it does. 

It is quite a problem to us but we are putting the cotton out, show- 
ing samples. I think a man would rather look at something than to 
buy it from a card that somebody else said was thus and so. The 
buyer has not seen it. 

Mr. Garuines. Just a minute. . 

Mr. Hacen. I do not know that I follow this. 

This mill pays you a dollar a bale on sales and you have 200 bales 
of cotton; is that right? 

Mr. Sanpers. Whatever it is. That would be $200; yes, sir. 

Mr. Hagen. Is there another agency that pays that dollar, too? 

Mr. Sanpers. No, sir. 

Iam a sales agency and when I sell this cotton the Government pays 
me a dollar a bale for selling it. This mill wants me to relinquish 
my duties as a sales agency ‘and turn it over to them and let them 
be the sales agency. They give me a dollar and then collect it from 
the Government. We are not actually out anything. The only thing 
they are out in the paperwork they have to do, which is considerable. 

Mr. Hacen. In each instance they are not. nec essarily an approved 
sales agency ¢ 

Mr. Sanpers. Yes, sir. 

Mr. Hacen. You cut them off from that license, so to speak? 

Mr. Sanpers. That is right. If you eliminate the mill from being 
a sales agency, it stops it that quick. The sales agent is then told to 
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take this same cotton and sell it within 7 days to the highest bidder 
under sealed bid with the provision that it cannot be sold below 33,19 
cents per pound. 

Here is the point I wanted to get across: As of now, in Pine Bluff, 
the going price with unrestricted bidding is about 35 cents to possibly 
386 cents for the best quality, which the mill will have to pay under 
pressure of competition in Pine Bluff. But, here is the reason this ig 
done: If the man buys it in Pine Bluff, he has to pay 35 or 36 cents 
for it. If he can get that cotton in his office a thousand miles off 
somewhere and if the mill can get the sale of this cotton and take it a 
thousand miles away in unfamiliar territory with 95 percent of the 
bidders eliminated, they will be able to sell it to themselves at a 
cheaper price, perhaps even at the minimum of 33.19 cents per pound, 

That is a big loss to the Government. We are talking about mil- 
lions of dollars, not just pocket change. This is, or could be, a 
scandalous thing, and it ought not to be permitted for a moment. It 
is already in operation. 

This is third: We find mills and others outside the local territories 
offering rebates of the sales commission to local purchasing agents 
to get the cotton away from other propective bidders. The local pur- 
chasing agent gets the sales commission though he does not certo 
the sales function. The mill gets its profit by being able to buy the 
Government cotton cheaper than they would have to pay if it followed 
the regular orthodox method of competitive buying. They can well 
afford to rebate the dollar. 

Here are our recommendations to correct this abnormal situation: 

(1) That rebating in all forms be prohibited and particularly the 
rebating of the sales fee to persons or firms who do not perform the 
sales function. 

With this amendment added to the regulations, we believe the prac- 
tice of rebating will stop automatically. The few instances left could 
be policed by the trade which would report violations to the New Or. 
leans office of the Commodity Credit Corporation. 

(2) And this is the point the gentleman brought out a moment 
ago—we recommend that mills be declared ineligible to operate as 
sales agents to sell Government cotton to themselves. 

(3) Cotton to be sold by sales agencies in locations in the area of 
production or where such cotton is normally sold. For instance, Cen- 
tral Belt cotton should sell in the Central Belt. Far western cotton 
should sell in the Far Western Belt. Eastern cotton should sell in 
the Eastern Belt. 

(4) Purchasing agents be limited to gins, banks, cooperatives, to 
persons or firms who have been engaged in buying or selling raw cot- 
ton during the years 1957 and/or 1958, or who have been approved as 
lending agencies to handle Government loan cotton. 

Now I would like to offer one more document. This is a recommen- 
dation which the Pine Bluff Cotton Exchange adopted unanimously 
in their annual meeting just a couple of days ago. In their mem- 
bership, they have buyers for mills. 
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The Pine Bluff Cotton Exchange has unanimously adopted the attached 
resolution and submits it to you for your earnest consideration. 
The exchange considers it out of the bounds of reason for cotton mills to be 
appointed sales agents for Government cotton. 
Sincerely, 
PINE Biurr Corton ExcCHANGE, 
GLENN A. RAILSBACK, 
Secretary-Treasurer. 


RESOLUTION UNANIMOUSLY ADOPTED BY THE PINE BLUFF COTTON EXCHANGE, 
SEPTEMBER &, 1959 


Since, to preserve present cotton marketing facilities it is the announced 
policy of the Commodity Credit Corporation, as set forth in Handbook 6—NO, 
to utilize the normal channels of trade to the maximum extent practicable to 


' carrying out its operations; and 


Since it is the announced policy of the Commodity Credit Corporation, in 
selecting sales agents, to give preference to persons or firms which were actively 
engaged in the merchandising of cotton during 1957 and/or 1958; and 

Since there have been recent developments contrary to these announced 
policies: Therefore be it 


Resolved, That we request the Commodity Credit Corporation to take the 
following actions: 


1. That sales agencies be limited to those who have been active in the mer- 
chandising of raw cotton during the years 1957 and/or 1958; and 

2. That cotton mills be declared ineligible to act as sales agents for the Gov- 
ernment under the “A” program. 

Mr. Garurines. Thank you so much, Mr. Sanders. 

Before we have the question period, I would like to get any addi- 
tional statements that you gentlemen might want to give us. 

Mr. Chappell? 

I wonder if you could tell us how the Forest City market is op- 
erated / 


STATEMENT OF J. R. CHAPPELL, JR., FORREST CITY, ARK. 


Mr. Cuapreti. As Mr. Sanders said, we prepared this thing jointly 
coming on the plane last night and he has pretty well covered all of 
the points we had in mind. 

© eect I would only like to emphasize one thing and that is our 
recommendation No. 1 for the method of correcting this situation 
which was the prohibiting of rebating in any form. I believe, if I 
am not wrong, that the CCC has the authority to do that and could 
do it immediately. I know in my own area if rebating were stopped, 
cotton would follow its most normal channels of trade, the most con- 
venient channels, and which he has pointed out are the most inexpen- 
sive channels for the Government. 

Mr. Garuines. It is pretty difficult to stop that rebating, is it not? 

Mr. Cuaprety. I do not think so, sir, for this reason 

Mr. Garuines. How could it be done? 

Mr. Cnapreti. Just an announcement that rebating was pro- 
hibited. 

I would like to point out that the cotton trade, as a whole, is very 
jealous of its reputation. Just an announcement that this sort of 
thing was illegal would be enough to make the great majority of them 

47012—59——-3 
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stop the practice. Those who did not would certainly be policed by 
those who were trying to protect their reputations. ; 

The policing of it would be no problem and I do not believe there 
would be any problem there. The trade itself would police it. 

If this rebating is stopped, a lot of these practices can be corrected 
automatically because if a man is not getting some compensation to do 
this thing, he is going to follow his normal practices in handling his | 
cotton. 

Mr. Garutncs. The correspondence that I have been getting 
brought out that very point. Practically every one of these letters 
that I have received said the same thing. Rebating is one of the evils 
that needs to be corrected. 

Mr. Cuaprety. That is the biggest problem, we think, and we | 
listed it as No. 1. | 

Of course, these other practices, we think, are regrettable and we | 
are just as serious about them as we are about that, but we feel that | 
the stopping of rebating would automatically stop some of these prac- | 
tices we do not like. 

We would like to see these other things adopted, too, to emphasize 
them and to make sure that this is stopped. We think that the polic- | 
ing of rebating could be done by the trade. The CCC would have 
no problem. 

Mr. Gatuines. Mr. Jones, we would like to get your views with re- 
spect to the Little Rock situation. 





STATEMENT OF TRACY T. JONES, PRESIDENT, LITTLE ROCK 
COTTON EXCHANGE, LITTLE ROCK, ARK. 


| 

Mr. Jones. As Mr. Chappell, said, Mr. Chairman, we went over 
this, coming up on the plane and we all agreed on the statement. As 
a matter of fact, in our territory we have not had any movement of 
cotton and I think we are going to raise water lilies instead of cot- 
ton there this year because we have had so much rain. We have not 
had any movement of cotton this vear. 

I have nothing further to add to that statement but I will be glad 
to answer any questions. 

Mr. Garuincs. I just wondered if Mr. Etchieson of Blytheville| 
would care to give us a supplementary statement. | 


STATEMENT OF ELY ETCHIESON, PRESIDENT, ARKANSAS-MISSOURI 
COTTON TRADE ASSOCIATION ; PRESIDENT, BLYTHEVILLE BOARD 
OF TRADE, BLYTHEVILLE, ARK. 


Mr. Ercuteson. Before I start, I would like to read you a resolu- 
tion passed by the Memphis Cotton Exchange on September 9, 1959. 
I picked it up as I came through and brought it to this meeting as a| 
matter of information. 

I am not in the Memphis market but in Blytheville, 70 miles north, 
I do a selling business in cotton and have done so for a number of| 
years. Ihave been restricted to selling only, no buying. 

Let me read this 

Mr. Garuines. Yes. 
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Mr. Ercuieson, This is dated September 9, 1959: 


At the regular meeting of the board of directors of the Memphis Cotton Ex- 
change, held today, the subject of the sale of choice “A” cotton was discussed at 
great length and on motion duly made, seconded and unanimously carried, 
author ity was given to circularize the members, urging them and their customers 
to make every effort to keep the sale of choice “A” cotton in the Memphis 
territory. It was pointed out that such an effort on the part of the membership 
would unquestionably be good for the Memphis market as a whole. 

Gentlemen, let me say about this: I might ask this be directed espe- 
cially to Mr. Hagen. This thing findicating] is rather voluminous 
and complicated as to how it is carried out but to give you an idea 
this is not — regulations. These are simply documents explaining 
and there also -sevel - letters besides that: These things cover 
77 pages wih this one, I do not know how many, but I would say 
roughly 100, or something like that. 

Maybe it is closer to 75. 

Mr. Garuines. Did you go to school and learn all of this? 

Mr. Ercureson. Mr. Gathings, the whole thing was sent out and it 
was digested very carefully by someone familiar doing paperwork 
and I would say it can be carried on. When you consider the fact 
that it is sent to people who normally carry on different types of 
operations like gin operations, it is a rather complie ated thing and very 
hard to follow but the point I am bringing out is that it is so hard to 
follow this line of reasoning. I wonder ‘if you are all familiar with 
the fact that these sales agencies are of two types. They are both 
limited and unlimited. 

The unlimited man can buy cotton from his agency. That is true 
in the case of these people carrying out their business in the territory. 
I, as a seller, qualify as a limited | agency and if I get cotton from a 
producer and sell it I am remunerated by the Government on the basis 
of a dollar a bale, flat charge. If I sell it over and above the minimum 
price, I will share in 10 percent of that additional, Let us say I sell 
it for $2.50 a bale above the minimum price; then I may be given 25 
cents a bale extra above the dollar up to a dollar and a half. Selling 
it above might happen right now, but it is something I cannot figure 

can happen through this season. Everybody will agree with that. 
Roughly speaking, we are limited to about a dollar and a quarter and 
we may make a little extra on some of it. 

These unlimited agencies authorized to bid on the cotton, they are 
selling—if you follow what I mean—they can buy the cotton from 
themselves. They can buy it from the Government when they are 
selling it for the Government. They are limited to $1 a bale and 
nothing above. That is the only thing they can receive for selling that 
cotton and when they come in to our territory and offer a dollar or 
more to our purchasing agents who normally they would get the cotton 
from, that is as much as they can possibly make out of it so it can be 
assumed—and this is very evident to anyone—that the only thought 
they can have in mind is that they can buy it cheaper. 

Cotton marketing is kind of an unusual thing in the fact that the 
characteristics of the fiber are something that. is hard to pin down in 
words. In other words, as Mr. Hammond pointed out, cotton is sold 
high in the territory of origin because over a period of years the mills 
have bought from various and sundry places and they have found that 
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work. They have made a practice of going to these territories each 
year to buy their requirements and as they get together, it makes the 
competition very keen on that particular cotton in that particular terri- | } 
tory whereas it goes somewhere else and loses its identity in the case ] 
of gin points or communities and they vary a lot within an area. Then , 
there is no question about it but what the cotton is bound to sell cheaper Cai 
in that area. That is the only hope they can have. That thing is bad, | 30 | 


the cotton from a particular territory is best suited to their particular | 


twofold: First, I thing it is going to cut me out. Someone asked me | . 
what I was coming here for. | get 

I am the president of the Arkansas-Missouri Cotton Trade Associa- | wil 
tion and the president of the Blytheville Board of Trade. ms 

I said, “I am going to represent my wife and two children.” A 

Frankly, I think that just as much as I am sitting here this is the int 
worst thing that has ever happened in the cotton business. It is some- h 
thing altogether different from the normal channels of trade and it is =" 
something that is going to snowball terrifically and be like a cancerous s 
growth. \ 

I call this to your attention: These people doing it now are limited M 
in number but they are getting this cotton away from the territory. s 
If this goes on the other mills must do it in self defense and even if they =" 
wanted it handled in any other way than it always has been han- M 
dled, then they must go to this system. ie 


As to this thing of about a dollar a bale today, in a week or two 
from now it will be a dollar and a half and there is no reason to think | ® P" 


it will not be $2 after that. You will soon get to the point where the | mee 
only people financially able to carry on the program will be a few He | 
large operators. If they are going to pay me a dollar and a quarter, ‘a | 


how can I rebate? Iam completely eliminated. ; 

Another point that will be important to all of you—and this has a 
not been pointed out here—let us say this is cotton from Arkansas and M 
Missouri, which is what I am primarily interested in, and it is to go \ 
to the Carolinas. Then, what it sells for is published and let us say M 


that it is something that is right, even though it is not, and I insist | M 
that it will sell for less than it will in our territory. Let the news get | 8!" § 
out that it does and then our producers at home, many of whom are ; ™ if 
not handling A cotton, but B cotton, on which the guarantee price is | basic 
Jow, a different program much lower, when that word comes back that | "85'S 
that cotton from the territory is sold very none in the Carolinas and | ad 


maybe a little above minimum, it is going to affect the price of many M 
acres of B cotton. They are already calling for a price squeeze fight- | . 7°" 
ing against synthetics and foreign growths. Not only is it going to | —. 

effect a bigger loss to the CCC and a bigger bill to the taxpayer, but it ; PMC 
is also going to hurt the A cotton and the B cotton just as sure as I am | OM, 


sitting here. It is just plain reason. Somebody might come up and | Mr 


indiy 


say that “I told you that this program was not going to work very th 
well when we went intoit. It isa difficult program to administer.” a ss 


I will give them credit for doing a lot of good, but I will say this: | M 
The program can work if the regulations are changed a little to give | ,*"" 


ita chance to work. Anything new has to be flexible. ae 

Mr. Garurnes. Let me ask you now, since you mentioned the B they | 
cotton. Mr. Sanders said that an agency in Pine Bluff is selling a sale 
cotton at 35 cents. 
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Mr. Sanpvers. 35.87. That is the Government A price. That is 
what the Government ays the A farmer. It is actually bringing 
about 35 cents or a little better on the open market. 

Mr. Garuines. About 35 cents? 

Mr. SAnpers. Yes, sir. 

What he is talking about is that if he sells it a lot cheaper in the 
Carolinas, the B man will have to sell his. He will not be able to get 
35 cents any more. 

Mr. Ercutieson. As to the cotton ginned on the same day, if word 
ets back that the A cotton is selling barely above the minimum, they 
will start buying the B cotton cheaper and the producer will be caught 
in a squeeze. 

Mr. Hagen. As I understand it, the lowest man on the totem pole 
in this transaction is the country buyer; is that correct ? 

Mr. Ecuieson. That is true. He is the man being completely elimi- 
nated, let me put it that way, on that amount of cotton going over. 

Mr. Haagen. Is he eliminated ? 

Mr. Ercnreson. Completely. 

Mr. SmitrnH. Unless he becomes an agent for this Carolina firm. 

Mr. Hagen. Right, but the cotton starts with him. He is the first 
mon that it goes to after the farmer; right? 

Mr. Ercurerson. Right. 

Either I am confusing you or you are confusing me, but the Gov- 
ernment calls the gin and calls a purchasing agent—or maybe I am 
a purchasing agent. But when I said before, “cotton purchaser” I 
thought you meant what we ea >a cotton buyer. The cotton pur- 
chasing agent is the first one that the cotton goes to from the producer. 
He is paid 75 cents a bale for purchasing from the CCC—to prepare 
the papers and buy it for them from the farmer. That operation is 
not affected by what we are speaking about here. 

Mr. Hagen. Then this South Carolina sales agent could be a mill? 

Mr. Ercuteson. Right. 

Mr. Hacen. They deal directly with that gin? 

Mr. Ercuirson. If the purchasing agent is a gin, normally they 


gin direct with him. However, there have been some cases, I am told, 


in other places, where they went to someone in that gin and said, “You 
can be my sales agent,” but it was free, gratuitous, or on a fr iendship 
basis. 

There is - supposed to be any rebate. They are getting him in 
the middle, but normally it is the purchasing agent, as you say. 

Mr. Hagen. As I understand it, this buyer would be a gin or some 
individual buyer and he is obliged to offer that cotton at the highest 
price? In other words, so that the Government gets the best return 
on it? 

Mr. Ercutrson. The sales agent; right. 

Mr. Hacen. As I understand it from this letter Mr. Smith put in 
the record, there is some lack of disclosure of information that gives 
certain people an advantage here; is that correct q 

Mr. Ercutrson. We will assume it this way: It goes over to the 

Carolinas and they can sell it on green cards or ‘samples. Let us say 
they are going to sell it on samples, if that is the best way. They are 
asales agent and they are a potential buyer also. They receive those 
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samples and they must offer it for sale within 7 days. They have 7 
days to classify those samples, work them over, and figure out what 
that cotton is worth. In the meantime, they also know what the 
Government class is and what the minimum resale price is required 
for the sale. Then they come along and publish a catalog and offer 
it to the rest of the trade. It must be published within 24 hours in 
advance—only 24. Therefore, anyone else who competes with them, 
or tries, even though at a distant point, has only 24 hours to look 
at those samples. It may be a large volume, They are not required 
to tell the other person what the minimum resale price is, nor must 
they disclose to them what the Government called the cotton in class, 

This would give you an idea of about how much advantage that 
person has over someone else who would come in and compete with 
them. 

Try to look at a big volume of cotton without knowing about it in 
a short period of time—I know one of those firms in particular, and 
T am sure that can be confirmed—that that is going to sell on Monday. 
I imagine that they are going to try to get them to do some work on 
Saturday and they may change that, but according to the regulations 
they are only 1 ‘equired to post a catalog notice of sale on what they have 
to sell 24 hours in advance. 

Therefore, should they post it, we will say, Saturday noon or Sat- 
urday morning, you could see about how many people might be elim- 
inated over the weekend, whereas they have been looking at the 
samples since the Sunday before. 

Mr. Hacen. Perhaps repeating something, but the best advice that 
they can take on this cotton, which is physically in Mississippi or 
Arkansas, would be to have the sale offering made back in South 
Carolina? 

Mr. Ercureson. Right. All of us in the trade territory normally 
handling it provide a free and complete market for the producer, 
which has alw ays been a maximum price. We are completely elimi- 

nated in this. From a selfish standpoint only, that is our complaint 
against it. I am only bringing out the other part in the fact that 
business must get worse if it continues. If it gets progressively worse, 
and if there is a larger rebate, we have less and less chance to get it 
from our nearest next-door neighbor. 

Mr. Smiru. Mr. Chairman 4 

Mr. Garuines. Mr. Smith. 

Mr. Smiru. To follow on that particular point, that also carries 
back to this problem of how there would be a disadvantage not only 
to these gentlemen in the cotton business, but the cotton farmers, too. 
Naturally, the farmer is going to look at this, too. Naturally, the 
price will be depressed. In my area, as you know, we have sucha 
market structure—the best anywhere in the country. In fact, every- 
thing is sold at a competitive price with people competing in bids. 

If this program becomes universal, it is not only going to knock so 
many people who are traditionally in the cotton business out, but it 
is going to have its full effect in the end on the cotton producer. 

Mr. Ercureson. That is absolutely right. It must be that way. 

Mr. Hacen. Before these practices developed, was there much A 
cotton being sold on the open market ? 
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Mr. Ercrieson. There was not very much of it being sold on the 
open market in our territory. A1l of us are just beginning to get un- 
derway. In my town we have not had a sale yet, but we will have 
in the next few days because it is just beginning. However, a lot of 
the purchasing agents have already been contacted and they have 
promised all of their A cotton, when it comes for consignment, over to 
these distant areas. 

Therefore, we are trying to stop it before the thing gets much 
worse. 

Mr. Hacen. The prospect is that these returns the Government is 
getting on the c otton—there would be a lot of this A cotton sold with- 
out a return to the Government at all ? 

Mr. Ercureson. Whatever little bit is being offered, yes. 

Mr. Sanders is the head of this. 

This is selling free and at a very good price and they are anxious 
to get it. 

Mr. Hagen. Outside of the Government ? 

Mr. Ercuirson. Right. 

Let me impress upon you—maybe I did not cover this point—a thing 
like this of moving cotton from the Carolinas to the interior points is 
something that has never happened in the cotton business before. 
You can read through these documents and you will run into the words 
“normal channels of trade and utilizing the maximum.” 

“The way the cotton has been sold traditionally” will also be cov- 
ered, or words to that effect. This thing of permitting this to happen 
is something that has never happened _ before in the cotton business, 
and I do no think anybody in the room—and a lot of them have been 
in the cotton business much longer than I—has seen it happen to this 
sort of business. 

Mr. Gatruines. Thank you, gentlemen. 

We appreciate your appearance here. 

We will now ask Mr. Leonidas Mack of Arkansas to come forward. 
Mr. Mills was here a few moments ago, and I know he would have 
liked to have had the privilege of introduci ing you, but he had to leave. 
Anyway, we are proud indeed that you saw fit to be with us this 

morning and we will be glad to hear from you. 


STATEMENT OF LEONIDAS MACK, NEWPORT, ARK. 


Mr. Mack. Thank you, Mr. Chaiman. It is a privilege. 

Mr. Chairman and members of the committee, I am Leonidas Mack 
of Newport, Ark., and my family has for the past several generations 
been engaged in the production, ginning, buying, and selling of cotton 
at the country level. 

As is the case with most all ginners in the Cotton Belt, we are an 
approved purchasing agency for the 1959 A crop of cotton. In order 
to dispel the impression thi it my remarks are confined entirely to self- 
serving declarations, I should like to point out that I am chairman of 
the Jackson C ounty ASC Committee, and a member of the board of 
one of our country banks, in both of which capacities I am continually 
exposed to the viewpoints of most of our cotton farmers, ginners, and 
our local country cotton buyers. 
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We in the country appreciate the labors of the Congress in creating 
and the Department in implementing, by regulations, the 1959 pur. 
chase program. It will result in a substantially better price to our 
farmers than the trade can presently offer. 

We want the program to work. We believe it will work if but a 
few of the recommended changes in regulations can be effected. 

At the outset, let me make one point perfectly clear: We are aware 
of the necessity for most of the regulations; which in several instances 
they have a tendency to delay the completion of the agreements, we 
can at least live with them. However, the net results of a requirement 
as to blocking rather than delaying the program becomes, for all 
practical purposes, in this instance, hoceeatae It is a portion of one 
such requirement I should like to discuss with you this morning, 

It concerns one little clause in the purchasing agent’s certificate on 
the cotton producer’s sales agreement form SA, That, gentlemen, 
is the original form which is the basis for the movement. of cotton 
from the producer’s hands into our trade channels. 

That clause reads: 

That the producer’s signature hereon was made in the presence of the under- 
signed. 

That refers to the purchasing agent. If you will permit me, I 
should like very much to outline, step by step, the events leading up 
to, and the completion of the sales agreement form SA. 

The farmer brings the load of cotton from a farm to the gin and 
instructs the ginner, who was also a purchasing agent, to handle it 
through the Government purchase progrem. The bale is ginned. 
The sample is taken by the ginner and baled for the Government, 
green card class. 

The bale is hauled by the ginner to the compress and a warehouse 
receipt therefor in the name of the producer is secured. When the 
green card class is received, the form is filled out by the ginner pur- 
chasing agent. That is, this Commodity Credit form SA. It is taken 
to the compress for the execution of the warehousemen’s portion of 
the agreement and it is then taken to the lienholders, whoever they 
may be in this particular instance, the PC.A’s, the banks, or anyone 
who has a lien on the particular cotton involved. 

After the lienholders have signed in the appropriate place on this 
form, waving their lien for this transaction, the signature of the lien- 
holder or joint producer is then obtained with proper witnesses. 

Finally, the ginner purchasing agent hands the pauper to the pro- 
ducer who, in most cases in our territory, is the third and fourth ten- 
ant. The producer signs the agreement in the presence of the wit- 
nesses and the purchasing agent fills out his certificate and distribution 
is made of the money that that bale brings in, in accordance with the 
distributive section of the particular agreement. 

As a practical matter, the usual ginner purchasing agent then takes 
the completed form to his local country bank, which is also a purchas- 
ing agent, and gets a deposit slip credited to his account for the face 
amount of the note, plus the 75 cents which he is allowed by Commod- 
ity Credit. 

Let us take the very common case of the load of cotton brought to the 
gin by one of the tenants on the farm belonging to the ginner purchas- 
ing agent. 
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Mr. Gaturines. I hoped you would cover that point. 

Mr. Mack. Quite frankly, this usually represents a very substantial 
yortion of the cotton ginned at most of the smaller gins in our area. 

All of the steps heretofore outlined can easily be taken down to the 
execution of the purchasing agent’s certificate. Inasmuch as a person 
cannot certify as a purchasing agent on papers involving cotton in 
which he has an interest, such as that of a landlord and tenant—the 
reason, Of course, is quite apparent to us all—the obvious action is for 
the ginner to take the papers to the bank at which he does business and 
have the bank, acting as purchasing agent, execute the certificate. 

The bank, under the present regulations, cannot properly sign this 
certificate since the signature of the producer or.tenant was not made 
in the bank’s presence. 

Mr. Garurnes. Let me ask you this: In some instances that pro- 
ducer is hard to locate, is he not? 

Mr. Mack. Thank you, Mr. Chairman. I have a few remarks to 
make in that respect. 

Quite often. It does not matter that the signature has been properly 
witnessed. The bank has a line to fill with “Witness” written on, joint 
producer. 

It does not matter that the bank has the man’s signature card in its 
files, or knows the man’ssignature. The certificate reads: 


The signature was made in the presence of the undersigned. 


Since the bank did not see the tenant sign the instrument, the 
bank cannot in all fairness or propriety execute that certificate. 

The immediate solution usually offered is to have the tenant come 
into the bank and sign the agreement each time an agreement is signed 
covering the bale of cotton. In most cases this presents an almost in- 
surmountable obstacle and in many cases the tenants are numerous 
and some may live as many as 20 to 30 miles from the bank. Further- 
more, during the picking season, most of these tenants are at the gin, 
either around 6 o’clock in the morning or after dark at night. 

During the normal banking hours, these men, if not actually picking 
in the fields, or themselves emptying sacks or weighing cotton, or 
paying for the sacks as they are brought to the trade, are otherwise 
occupied. Quite possibly they cannot spare the time during the rush 
of the season to take off and drive anywhere from 5 to 25 miles to 
the bank to sign their names so that the bank can have the signature 
made in their own presence. 

We know the producer must sign the agreement and there is no 
question about that. We are just as anxious that the regulations be 
followed in their entirety as we can be, so long as it is practical to 
do so, 

We know that the signature of tenant or producer must. be wit- 
nessed; and, if the purchasing agent is satisfied that the signature is 
genuine, why could not the “certificate read, “The producer either 
signed in the presence of the purchasing agent or satisfactory proof 
of execution by the producer has been furnished the purchasing 
agent” ? 

This, to me, would appear to remove a very real obstacle to the 
reasonable and practical functioning of the purchase program. 

Mr. Garuines. It seems to be a most reasonable suggestion. 

47012--59-——4 
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I wanted to ask Mr. McLain, would you give us your views with 
regard to the signature in the presence of the purchaser ? 

Mr. McLarn. I defer to Mr. Raper. 

I might point out that thousands of dollars have been spent in 
printing these forms. This is the first time that this particular com- 
plaint has arisen and I suspect that it will arise in other places, 

Mr. Raper may be able to comment on it better than I. 

Mr. Garuines. Mr. Raper? 

Mr. Raver. Mr. McLain indicated that this is a new form and we 
have not heard this complaint. 

We have had a similar provision on the loan form for several years 
and in the past loan programs we have not had this complaint. 

The producer, under our past program, if I am not badly mistaken, 
has always had to sign in the presence of a person who indicated 
that he was eligible. This has been a standard procedure on our 
cotton program. 

Mr. Garuines. The suggestion is made by Mr. McLain, do you 
think it reasonable that the signature be witnessed by the purchasing 
agent and that he should so certify? Is he satisfied that the signature 
is genuine ? 

Mr. Rarer. We have always taken a very dim view of accepting 
documents signed in blank. We want to know for sure that the 
producer himself was the man signing. 

Mr. Garuines. Everybody wants that. 

Mr. Rarer. This is a precaution we have to assure us that we are 
getting that. If this is considered and found that it will not cause 
any serious concern in terms of complaints and things like that—— 

Mr. Mack. May I add one thing? 

Mr. Garuines. Mr. Mack. 

Mr. Mack. I certainly do not want to imply that the form of pro- 
gram to which Mr. McLain referred has been operating in such a 
way as to disregard the requirements and regulations. I believe Mr. 
McLain would be the first to agree that the loan program has more 
or less worked itself out from a practical standpoint and the very 
thing we are asking for here has been done in the past under the loan 
program. However, we were told at the start, at least, of these meet- 
ings that the CCC very nicely had in our communities to try to ex- 
plain this program and we were told at the very outset, “You have 
been too lax in the past on this with other programs. We are going 
to police this to the best of our ability.” 

The same institution which would have taken an instrument which 
bore the signature of a man before it to the personal knowledge of 
what would now be the purchasing agent will now refuse to do so 
for the simple reason they are on notice that such laxity as has exited 
in the past is no longer acceptable. 

Banks in the past have accepted instruments which bore the signa- 
ture of a person, landlord or tenant, not actually signed in their 
presence. Every precaution was used by that institution to see that 
that actually was the man’s signature. Do not make any mistake: 
We are violently opposed to any suggestion that we are recommending 
anything which would open the door to forgery. 

This particular instrument, gentlemen, before it is signed, has a 
complete breakdown of the entire face value of the Government pur- 
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chase price, showing exactly what each person interested in that crop 
is going to get. 

Mr. Garuines. Mr. Mack, do you have a copy of one of those forms? 

Mr. Mack. Yes, sir; I do. 1 am sorry, but I have only three. 

Mr. Hagen. What is the liability of a bank which serves as a pur- 
chasing agent who takes a signature which is forged ? 

Mr. Mack. F rankly, sir, I cannot answer that. question, but I would 
assume that a purchasing agent who took a signature which was 
forged, whether that partic ular purchasing agent be a ginner, in 
the ¢ case where the cotton would not involve his own land, or a bank, 
would be liable in a civil action for any damages that resulted. 

You could, of course, have a forgery where the party aggrieved got 
everything that he was entitled to. That still does not mean that I 
condone in any way a falsification of these papers. I certainly do 
not. This is merely an attempt when we admit the signature is on 
the part of the tenant. Actually, what we are doing in this case, 
if this is followed to its logical conclusion, is quite effectively prevent- 
ing the farmer in the first place from getting his money in a reason- 
able length of time or, secondly, preventing him from getting it at 
all if it rendered the program inoperable. He just cannot make a 
trip into town during the harvest season to sign these papers. 

Mr. Hacen. You are not advocating that the Government remove 
all responsibility from these people for the authenticity of that docu- 
ment 

Mr. Mack. No, sir; absolutely not. What I am saying is that the 
document can be authenticated to the satisfaction of the purchasing 
agent without the necessity of actually signing it in his presence. 

Mr. Hacen. And, without certain rules of liability pertaining to 
the certification of authenticity if the certification is signed in his 
presence ¢ 

Mr. Mack. Absolutely; yes, sir. 

Mr. Garnines. Are there any further questions of Mr. Mack? 

Mr. Mack, do you have a further statement ¢ 

Mr. Mack. Sir, I would like to say one thing which does not con- 
cern our particular firm because we are not sales agents. But, I 
would like to agree wholeheartedly with the statements of these gen- 
tlemen this morning which urge the maximum use of normal chan- 
nels of trade for the sale of this cotton in the t territory of its origin. 

Speaking as a producer and ginner, the worst calamity that could 
befall us in the country—is to dry up our local cotton buyers. We 
all hope, as I am sure you gentlemen do, that somewhere in the fu- 
ture—maybe not the immediate or foreseeable future—the cotton 
business will return to normal channels of trade. At that time we 
hope to have our country cotton buyers still in existence with the 
very effective competition that results between their bidding against 
each other, which has always in the past resulted in a greater - price 
to the individual producer. We would hate to see anything happen 
as a result of the operation of this program which would cause the 
liquidation or extermination of our local cotton people. 

Mr. Garuines. Thank you so much, Mr, Mack, We appreciate 
your appearance before us today. 
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I would like to offer for the record a telegram which was directed 
to the Honorable Wilbur D. Mills, signed by Milton H. Umsted, F, M, 
Parker, R. C. Biggadike, H. D. Stephens, and ©. L. Farrar. 

Without objection, that telegram will go in the record. It comes 
from Newport in Mr. Mill’s district. 

(The telegram referred to follows:) 


Newport, ArK., September 10, 1959, 
Hon. Wiisur D. MILLs, 
Member of Congress, Washington, D.C. 

We wish to emphatically protest a policy of CCC that allows choice “A” 
cotton to be moved from its normal and natural marketplace to some point far 
removed where, during the peak of the movement, a fair market price will not 
be offered. 

Any sales agent who can offer a cash rebate for the right to handle choice “A” 
cotton equal to the commission allowed by CCC is bound to have some ulterior 
motive. The opening sentence of sales announcement CN-—A mentions normal 
ehannels of trade and there is nothing normal about Texas and California 
eotton selling in Memphis, Memphis cotton selling in Texas and California, and 
Arkansas and Mississippi cotton selling in the Carolinas. Every announcement, 
bulletin, or contract that we have seen says the cotton is to be retained in the 
country for local sale. 

CCC has the authority and, in our opinion, the duty to stop this outrage, 
either by a new ruling or firm application of the ones they have. 

Mitton H. UMSTED. 

F. M. “CracKIg£” PARKER, 
R. C, BIGGADIKE, 

H. D. STEPHENS. 

C. L. FARRAR. 


Mr. Garurnas. I would like to offer for the record a telegram to 
Mr. Mills signed by Mr. F. P. Biggs, Commodity Credit Corporation, 
which I should like to read for the record, and furnish for the record. 

(The telegram referred to follows:) 


New ORLEANS, LA., September 9, 1959. 
Hon. WILBUR D. MILLS, 
Member of Congress, Washington, D.C.: 

Reyourtel, understand Merchants and Planters Bank, in Newport, requests 
that tenants and landlords not be required in executing forms SA to appear 
before bank official as the purchasing agency. Program provisions as contained 
in bulletin 2 regulations and the terms of the purchasing agency’s certificate 
on form SA do require that the producers selling cotton to CCC sign the cotton 
producer’s sale agreement in the presence of the purchasing agency. Such re 
quirement is deemed essential for the protection not only of the Government but 
of the producers themselves. We rely on purchasing agencies to determine that 
the producer and the cotton are eligible and we do consider it imperative that 
the producers’ signatures be affixed before an authorized person who can be 
held responsible for determining compliance with regulations and disbursing to 
the producers. Under purchase program the purchasing agencies earn a fee of 
75 cents per bale on the purchase cotton for services they render. If further 
information is desired, please advise. 

F. P. Bieas, 
Commodity Credit Corporation. 


Mr. Garuines. I would like to ask that a telegram from Mr. H. N. 
Swearengen of Blytheville, Ark., be made a part of the record at this 
point. 

I talked to Mr. Swearengen last night, and he said he was going to 
send a wire to me today, and I ask that his wire be incorporatec in 
the record. 

Here is what it says. 
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(The telegram referred to follows :) 


BLYTHEVILLE, ARK., September 10, 1959. 
Hon. E. C. GATHINGs, 
House Office Building, Washington, D.C.: 


Sorry unable attend. Is not imperative to plug loophole in competitive bidding 
resale regulations require bidder mail copy of bid to ccc, New Orleans office 
post mark on letter, preceding the opening of bid. ‘This will destroy incentive 
to backdoor operations which exist with sales agents locally as well as far 
distant sales agents. Please use all letters copies of which I bave sent you for 
; oO my request. 
os ; H. N. SWEARENGEN. 


Mr. Garuines. I would like to ask consent that there be put in the 
record other letters that Mr. Swearengen has sent me, and without 
objection they will go in the record at this point. 

(The letters referred to follow :) 

H. N. SWEARENGEN & Co., 
Blytheville, Ark., September 6, 1959. 
Hon. E. C. GATHINGS, 
House of Representatives, 
Washington, D.C. 


DEAR REPRESENTATIVE GATHINGS: I am enclosing copy of letter to Mr. F. 
Marion Rhodes, Director, U.S. Department of Agriculture, and will ask that you 
kindly do what you ¢an on the subject. 

Thanks for your letter of September 3. I am sure you realize the aftermath of 
this operation could and probably will be terrific if not carried out as intended. 

It may be a very good idea to consider this operation, subject to the various 
cotton trade rules over the country. I am sure you know these trade rules in 
yarious areas do not conflict with each other and are recognized by all the 
courts of the land. 

It is very hard to accomplish progress in the right direction with a group of 
tainted or bias mind persons in conference. Shoulder the responsibility upon the 
cotton trade, and they will see that fair play will prevail, and it will be useless to 
send out tons and tons of mail out of New Orleans daily. 

I am, 

Yours truly, 


H. N. SWEARENGEN. 


H. N. SWEARENGEN & Co., 
Blytheville, Ark., September 4, 1959. 
Mr. F, MARTON RuODEs, 7 
Director, U.S. Department of Agriculture, 


Commodity Stabilization Service, Washington, D.C. 


Deak Mr. Ruopes: Your letter of August 5, 


received in reply to my letter of 
July 29 to the Secretary. 


I was astonished to receive such reply. The subject 
of my letter was to stress the importance to the adopted competitive bidding 
feature of the program on resale and not a complaint. I may have been the first 
to register complaint; however, from recent events I feel sure I am no longer 
the lone wolf. The first and second paragraph of your letter only reiterate 
facts of which everyone who is interested in the participation of the handling 
the 1959 crop are well-versed as to the contents and do not have any relations 
to the subject of my letter, I may add the policymaking was done behind closed 
doors. The real reason for the program in the first place was the demand by the 
people to their representatives to save at least a portion of the good features 
of our free enterprise, and it is not their intention to fold up and concede to 
monopoly. I am sure you will have more straightforward complaints on the 
subject. 

My letter of July 29, I was asking only for amendments the competitive bid- 
ding adopted. Now I would like to amend this request. I will continue to call 
this baby a brandnew Very Expensive Water Pail With Bottom Punched Full of 
Holes. 1 would like to see hole No. 1 and No. 2 plugged as outlined: 

No. 1, competitive bidding: Require the bidder to mail copy of bid to CCC 
New Orleans office, postmark on letter preceding the opening of bids. Reason 
for this, what would keep me from handing over in blank to my favorite sales 
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agent with request to fill in the price sufficient to get the cotton? I will appre- | 


ciate straightforward answer only. 
No. 2. The practice of luring the cotton completely out of the territory in 
which it was raised to a far distant sales agent by solicitors, and to do this 


they promise the purchasing agents a portion and in some cases all the fee | 


allowed by CCC for reselling. The next thing we will find these solicitors 
offering a premium over the fee for reselling. This practice not only destroys 
the identity of the cotton but eliminates all legitimate competition and all this 
at the expense of the taxpayers. This is being done, and it does not take a 
smart person to see through the operation. This is a monopoly that should 
be stopped and stopped now. 


Please reconsider my letter of July 29 and amend the competitive bidding | 


and void the above practice. I am sure this will goa long ways in correcting the 
evils that now exist. 
Iam, 
Yours truly, 
H. N. SWEARENGEN, 


H. N. SWEARENGEN &« Co.,, 
Blytheville, Ark., August 4, 1959, 
Hon. E. C. (Took) GATHINGS, 
House of Representatives, 
Washington, D.C. 

DEAR REPRESENTATIVE GATHINGS: I am enclosing copies of letters of which 
I have mailed Secretary Ezra Taft Benson and Mr. F. P. Biggs, Director of / 
CCC. I feel pretty much discouraged after reading the regulations very care- 
fully and Mr. Biggs’ article in the Cotton Trade Journal, July 31 issue, first page 
and the Cotton Digest, August 1 issue, page 14. This article will very well ex- 
plain the issue and make clear the Department officials’ viewpoint. 

The Department officials have put the program into effect on trial basis and 
with their policymakers, have done a very good job drawing up regulations tak- 
ing the longest and most expensive route, leaving loopholes here and there, so 
as to be doubly sure their statement back in January will prove correct. 

The request I have asked, requiring the bidder to mail triplicate copy of bid 
direet to New Orleans office with postmark on letter preceding the opening of 
bid will remove the loopholes so far as the bidding is concerned and will be) 
most popular with the bidders. The only additional expense to New Orleans 
office will be filing the letters. There is no reason for opening unless there is 
an investigation of the sales agent. There will be no need for the banks to par- 
ticipate in the handling of bids, as this will place both limited and unlimited 
sales agents in same category, and both will be in position to figure the total 
overhead cost in handling the sale. 

Please use all your efforts and influence in getting this regulation amended. 

Iam, 

Yours truly, 


| 


H. N. SwWEARENGEN. 


H. N. SWEARENGEN & Co., 
Blytheville, Ark., July 29, 1959. 
Subject: Method competitive bidding—Adopted purchase and resale choice A 
1959-60 program. 
Hon. Ezra Tarr BENSON, 
Secretary of Agriculture, 
Washington, D.C. 

DEAR MR. SECRETARY: Reference to the method of competitive bidding adopted 
after considerable deliberation. This method adopted was accepted by most of 
the cotton trade with considerable amazement and skepticism. 

The past few days I have been trying to visualize the program in actual 
operation. In this area I have discovered, for some unknown reason, most all 
the banks prefer a hands-off attitude in handling the bids for the unlimited 
sales agent and are working out an agreement on service charge that will prove 
to be prohivitive for the unlimited sale agents. The method adopted for com- 
petitive bidding places in the hands of both limited and unlimited sales agents) 
an instrument—you may very appropriately call a brandnew, very expensive 
water pail, only the bottom is punched full of holes. 
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I beg of you to use your good offices in bringing to bear upon the policy- 
makers the importance of requiring the bidder to mail triplicate copy of bid to 
CCC New Orleans office at least 6 hours preceding or postmark on letter pre- 
ceding the opening of bids. This procedure would not necessitate the banks 
handling the bids. 

The fundamentals of my proposal mailed you back on January 22 compare 
yery closely to the program adopted. You will note in the last paragraph 
working out foolproof details. The above additional requirements of the bidder 
jam sure will cure all the evils so far as bidding are concerned. 

If there is opposition to the above I certainly will appreciate opportunity 
to discuss further in detail the advantages in support to the above request. 

I am, 

Yours truly, 
H. N. SWEARENGEN. 


Mr. Garuines. I would also like to ask consent to place in the 
record a letter directed to me from Mr, Tracy T. Jones, president of 
the Little Rock Cotton Exchange, who is here tod: ay, and an article 
written by Mr. Gerald L. Dearing under date of August 19, 1959, as 
well as a letter from the Blytheville Board of Trade, signed by Mr. 
J. F. Lenti, secretary-treasurer, under date of Se tember 3, 1959; and 
a letter directed to me by Mr. E. J. Cure, of Blytheville, Ark. as well 
as copies of telegrams from Mr. Jack Robinson and Ray F. Price, 
Blytheville, Ark., the Randle Cotton Co., Blytheville, Ark., and J. F. 
McCalla. 

Without objection, it is so ordered. 

(The material referred to follows:) 


LITTLE Rock CoTron EXCHANGE, 
Little Rock, Ark., August 28, 1959. 
Hon. E. C. GATHINGs, 
House of Representatives, 
Washington, D.C. 

Dear Mr. GATHINGS: Enclosed herewith, copy of resolution adopted by Pine 
Bluff Cotton Exchange and unanimously endorsed by the Little Rock Cotton 
Exchange at a meeting held August 26, 1959; along with a reprint of Mr. Gerald 
Dearing’s column from the Memphis Commercial Appeal. 

The present plan for marketing of current crop of “A” program cotton is so 
technical, and requires such voluminous details, as to make it practically un- 
workable. Because of these conditions imposed on the trade, it is likely that a 
larger percentage of this cotton will go into the CCC stocks. 

If, instead of buying the cotton from the growers participating in fhe “A” 
program at 80 percent of parity, and impounding it in CCC stocks to be resold 
at 110 percent of “B” program support price, we think it would be better to pay 
the growers participating in “A” program the difference between Middling Inch 
at “A” purchase price, 34.10, and the resale price, 31.24 (all qualities carrying the 
same flat payment). Then let the grower sell his cotton on open competitive 
market. This plan would not cost the taxpayers as much as present selling pro- 
gram, and would release the cotton for unrestricted marketing. 

The segment of trade commonly known as the small cotton buyer is out of 
business, and we earnestly ask help. Big business has profited by this program, 
but the little man who has always been the backbone of free enterprise, as well 
as the creator of competition, affording the cotton producer more for his cotton 
is gone. When you destroy this medium of trade, you destroy competition, and 
we are assured that the Commodity Credit Corporation is determined to buy and 
sell the cotton crop at the expense of destroying the cotton business. Proof of 
this lies in the purchase plan of choice “A” cotton, allowing the farmer quick 
returns on his commodity, while all restrictions and redtape pile up on the cotton 
buyer trying to exist until relief is granted on the resale of choice “A” cotton. 

Please, Mr. Gathings, we need help. 

Tracy T. Jones, President. 
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PINE BLuFr Corton ExCHANGE 
Second and Chestnut Streets, Pine Bluff, Ark. 


It is with increasing alarm that some segments of the cotton trade view the 
chances of handling choice “A” cotton under the maze of rules and regulations ag 
now laid down by the CCC. These regulations are so complex and contradictory 
that those who are to administer cannot answer questions asked by the trade 
withont first going into conference to work out the answers. There are many 
rules not necessary to the efficient handling of the cotton which could be left 
out entirely; such as the requirement that a purchasing agent must witness 
the signing of sales agreements, and the rule requiring that tag lists be made out 
on some machine instead of by hand. 

We are told by those in a position to judge that the whole program will break 
down under the movement of the crop and that all choice “A” cotton will go 
directly to the CCC. This may work to the advantage of some of the large 
shippers, but most certainly will be the death knell of the very segment of the 
eotton trade that has done more than any other to see that the cotton farmer 
has received the very best price possible for his cotton. 

We have been told by the CCC that they expect the trade to sell every bale 
possible and at the best price obtainable, but it has promulgated rules that only 
tend to defeat these aims, Only recently the New Orleans office made a ruling 
that will greatly decrease the number of competitive bids that will be made on 
eotton offered for sale. We would like fo point out that this ruling was made 
after many sales agencies had been approved. A directive, dated August 8, 
1959, from the New Orleans office prohibits unlimited sales agencies or their em- 
ployees from submitting bids on “A” cotton as agents of other persons or firms, 

With these facts in mind, therefore, be it resolved that the Pine Bluff Cotton 
Exchange, sitting in executive session this 24th day of August 1959, do earnestly 
petition our Congressmen that they use all the influence of their high office with 
the Department of Agriculture in an effort to bring together a meeting of the 
representatives of the CCC and the cotton trade in an effort to delete some of 
the existing rules and to simplify others, bearing in mind that at this late date 
time is of utmoct importance. 

Be it further resolved that copies of this resolution be sent to our friends 
across the South, urging them to join with us in this effort, reminding them 
that nothing can be accomplished without a united effort. 


{From the Memphis Commercial Appeal, Aug. 19, 1959] 


Cotton COMMENT—TRADE SEES LITTLE Hope or Cuoice A RESALE PROGRAM 
WorRKING—PaPERWORK, PoLtIcyY CiuANGES Have Maprt Wuote THING Un- 
ATTRACTIVE 

(By Gerald L. Dearing) 


Will the choice A cotton resale program work? 

As the time approaches for the movement of cotton in volume the cotton trade 
believes less and less that they can handle the cotton as they planned. 

The whole thing will bog down, with the result that the cotton will move 
through the CCC and be sold from the catalog, they are convinced. 

Greatest roadblock is the tremendous amount of paperwork involved, the mul- 
titude of signatures—lending agency, tenant, and landlord involved, and the time- 
consuming requirements of listing cotton for sale, then Invoicing it, plus the 
keeping of warehouse records, stock records, ete. 


MACHINES WOULD HELP 


Of course, if the agent has access to tabulating machines, the working of the 
program might be eased. But the smaller merchant who tries to operate with 
inexperienced help will find himself buried under the mass of detail. 

Coupled with these problems are others, equally serious. When the CCC 
ruled that purchases of choice A cotton could net be used to cfset PIK sales, 
as was done in the 1958 program, shippers lost an incentive to buy choice A 
cotton. Last year those who bought from the CCC stocks for export could ap- 
ply their purchases against subsequent PIK shipments. But the program has 
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peen changed this year. The purchase must be after the credits are issued, not 
before. 
RULING HURTS 


The ruling by the CCC that unlimited sales agents, or their employees, were 
parred from buying cotton from other agents in the name of a third party, many 
country merchants, who bought on commission for other firms, lost interest in 
peing Sales agents. 

All of these things add up to a much greater volume of cotton moving to the 
hands of the CCC, where it will be offered through the catalog. 

The purchase and resale program seems to be destined to fall flat on its face, 
tangled in redtape and tripped by crippling rulings. 


Reprinted with the permission of Gerald L. Dearing 


BLYTHEVILLE Boarp OF TRADE, 
Blytheville, Ark., September 3, 1959. 
Hon. E. C. GATHINGS, 
House of Representatives, 
Washington, D.C. 


DreaR Mr. GATHINGS: The directors of our board of trade view with alarm and 
great disappointment the complicated rules and regulations issued by the Com- 
modity Credit Corporation to govern the handling of choice A cotton from the 
current crop. Specifically, we consider the requirement that tag lists and in- 
voice forms be prepared by machine as discriminatory against the small cotton 
merchant and broker, and the ginner who would like to handle the sale of the 
cotton he gins. Also, there are various other technical rules, unimportant in 
the proper handling of cotton sales, that are nevertheless time-consuming to 
comply with. 

We beg to call to your attention this matter which we feel should be thor- 
oughly investigated; with a view to simplification for speedier and more effec- 
tive handling of the bulk of the cotton crop. 

But we further implore that you and the other congressional leaders who have 
always championed American agriculture, explore thoroughly and work vigor- 
ously to get the Government out of the cotton marketing business. This year, 
due to organized request from the cotton trade, CCC conceived a two-price pro- 
gram Which they portrayed as one that would give the small cotton dealer and 
the ginners who sell their own cotton, a chance to function in a normal manner. 
Then rules were laid down, so complicated as to be ridiculous, which in fact 
discourages all segments of the trade from filling their respective niche in the 
regular marketing picture. Rather it appears that the hope of the CCC is that 
the entire program be so difficult as to encourage all producers to forward sales 
agreements directly to CCC for marketing. 

Any student of basic economy is aware of the fact that a free market can only 
be such under a supply and demand situation, unhampered by Government con- 
trols and interference. But CCC continues each year to operate without regard 
to this primary knowledge. As an illustration, this year they are currently 
maketing cotton from the 1958S loan stocks at the very time when the heavy 
movement of the current crop is commencing. Naturally each bale sold from 
this stock results in one less bale being bought from producers of the current 
crop. So the end result is that more of the 1959 crop cotton will revert to Gov- 
ernment ownership so that they may have a large stock to offer next year in 
direct competition with producers’ 1960 crop cotton. 

We feel that it would be most interesting and enlightening to your office and 
to the public if figures were obtained from CCC as to how many employees are 
on their payroll at present and what is the total annual payroll figure as com- 
pared With 2, 3, or 5 years ago. Also what percentage of the total production 
has been marketed through their office in the same years. Bear in mind that 
we, the taxpayers, are providing the funds to pay our self styled benefactor to 
put us out of business. We wonder if the high officials of our Government 
could find any more perfect example of socialism at work? 

The phraseology of this letter trends to the bitter side. But we hope, that 
with your aid, it may work like iodine—helping while it hurts. It is long past 
time for the American public to ask our unbiased Senators and Congressmen 
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for help in “getting the Government out of private business.” Unless some- 
thing is done to prevent the ever-increasing tendency of CCC to assume the role 
of buyer and seller of the cotton crop, it will be only a matter of time until the 
independent dealers who have always comprised a free market, will be forced 
to step aside and the U.S. market will fall into the exact pattern of Russia 
wherein acreage and production is set by the Government and crops produced 
are bought by Government at prices set by Government. 

Our directors expressly seek your much needed attention to the immediate 
need of modifying some of the meaningless requirements of the present program 
so that choice A cotton may be handled through normal marketing channels, 
Also we urge that you do all possible to see that future programs will be so ad- 
ministered to prevent their being a completely Government dominated opera- 
tion. 

Yours truly, 
J. F. Lenti, Secretary-Treasurer. 


BLYTHEVILLE, ARK., September 7, 1959. 
Congressman E. C. GATHINGS, 
New House Office Building, 
Washington, D.C. 

DEAR Took: Thank you for your telegram of today, concerning resale of the 
choice A cotton. The rules which allow sales agents to hold their sales far re- 
moved from the origin of growth must be revised. 

I cite the following as reason for the need of the revision of this regulation. 
About 700 bales of choice A cotton from Corpus Christi, Tex., sold in the Pine 
Bluff, Ark., market. This cotton sold close to the minimum resale price. While 
cotton out of the Pine Bluff territory in the same choice A program sold at 145 
points over the minimum resale price. Sales agents when they move cotton from 
one territory to another are at liberty to move the cotton to a territory where 
they can bid down and buy the cotton for their own account at a cheaper price, 
This means less money for the CCC which in turn results in a greater cost of 
operation of the program and finally the taxpayer has a heavier load. 

Another rule that revision is that when the choice A cotton is sold on samples 
the sales agent should post the minimum resale price. This would stop any tam- 
pering with the samples and the sales agent would not have an advantage in 
bidding for the cotton. 

In your wire you state that you asked the Secretary to call a meeting with 
the cotton trade to try and solve some of the problems. May I suggest that Foy 
Etchieson of Blytheville be invited to this meeting. He is president of the Ar- 
kansas-Missouri Cotton Trade Association, and can speak for the small country 
buyers. 

We in the market will appreciate your good efforts to eliminate the faults 
that have developed in the program. 

Sincerely, 
Ep CurE. 


BLYTHEVILLE, ARK. 
Hon. E. C. GATHINGS, 
House of Representatives, 
Washington, D.C.: 

CCC regulations allowing sales agents to move choice A cotton out of its his- 
torical territory will eliminate local buyers and will result in choice A cotton 
to sell cheaper and depress producers B sales prices. 

JACK ROBINSON. 
Ray F. PRIcE. 


3LYTHEVILLE, ARK. 
Congressman E. ©. GATHINGS, 
New House Office Building, 
Washington, D.C.: 
The moving of choice A cotton out of territory of its growth for resale is 
detrimental to program and local cotton trade. 


RANDLE Corton Co. 
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Congressman E. C. GATHINGS, 
New House Office Building, 
Washington, D.C.: 
The moving of choice A cotton out of territory of its growth for resale is detri- 
mental to program and loca! cotton trade. 
J. F. McCatra. 
Mr. Garuines. Now if Mr. Gordon McCabe would come forward. 
Mr. McCabe, we shall be glad to hear from you at this time. 


STATEMENT OF GORDON McCABE, VICE PRESIDENT, 
J. P, STEVENS CO. 


Mr. McC se. Mr. Gathings, I have no prepared statement because 
at 3 o’clock this morning I was sound asleep in Greenville, S.C., and 
some of those folks in Pine Bluff who think that mills are a necessary 
evil asked me if I would come up here for a few moments to more or 
less explain to you my position in this matter. 

I am one of these people in South Carolina that we are talking about 
and I would like to tell you why I am and then I would be more than 
glad to answer all the questions that you have time to ask me. 
~ First of all, I shall identify myself for the folks that do not know 
me. I am vice president of the J. P. Stevens Co. We buy a good 
deal of Carolina cotton and through the years we have established 
some very close friendships and connections in the State. When this 
new program which we all want to handle through normal trade 
channels started out on the first of August, some of my friends came 
to me and said “Just how are we going to handle this paperwork ? 
What are we going to do about it ?” 

So, we delegated some four or five people out of the office to go 
around the State and show our ginner friends and our factory friends 
and our small merchant friends how to do the paperwork. 

This form that the gentleman right before me was showing you 
and that I showed you up there filled out has 53 places on it that 
you have to put something in order to satisfy Commodity Credit 
requirements. Now, a lot of these folks do not know how to do that 
and if you leave some of these blanks out then this paper, of ‘course, 
comes back from Commodity Credit. 

At our own expense and without any desire to do anything but to 
be helpful to the people that we have normally done business with, we 
continued this program of showing them how to fill the paperwork 
out and have even sent men down to help them when they started. 

As things went along, some three or ae of them asked if I would 
not become an unlimited sales agent and handle the paperwork at- 
tached to that section of marketing this crop. Because of the fact 
that we have a very fine and efficient IBM system, and after much 
study by our IBM setup which assured me that we could handle the 
sales end without materially affecting the overhead of the mill, I agreed 
toapply for that job, and I got it. 

So, I am an unlimited sales agent, and I get the privilege of doing 
all this work that started off with 41 bales of cotton. 

This [indicating] is what this amounts to when you get all through 
with it. This represents 41 bales of cotton that was turned over to 
me by a ginner. 
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I have heard this morning that we are going to get a lot out of this 
thing; that it means a great deal to me and to my company. I would 
just like you to know this: That I am doing this selling of cotton in 
South Carolina in the interest of marketing through normal trade 
channels. Whether a mill is the — judge—to put a mill in it or 
not—I do not know, but some people do not think it is. 

We handle this cotton on green cards, and they are sent up to our 
IBM department. ‘The cotton is offered for sale on green cards. At 
the mill itself we do not have any more idea what cotton is going to 
be offered next Tuesday morning at 9:30 than any gentleman in this 
room. When IBM turns out the catalog, we get a copy and copies 
are available to anyone who wants them. If they want them air- 
mailed to Memphis, we can do that, or anything they want with it. 
We bid, along with Anderson-Clayton and the rest of them. 

Very frankly, we do not want an awful lot of the cotton, but I do 
think we have a responsibility as a part of the community there to help 
market this cotton. 

Mr. Gatutnes. In which area are you now buying; that is, where 
are you getting your cotton ¢ 

Mr. McCase. Only in South Carolina. 

Mr. Cuarrman. I want to get over to the other section, if I may, 
and then I will welcome any questions. 

IT happened to go down to Greenwood, Miss., not long ago to see 
some of our mutual friends down there. One of the factories and 
two men asked if I would handle their cotton in the same manner 
I was handling the South Carolina cotton, and because of my personal 
friendship with them, I said, “Yes; I would.” 

I said to Mr. Hammond a minute ago that I thought IT would handle 
about 20,000 bales at Greenwood. He said, *You are optimistic.” 

Mr. Hammond, what did you say? Did you say 15,000 bales at 
the moment / 

Mr. Hammonp. Fifteen thousand. On the terms that you made the 
deal, you will not handle over 15,000 bales. 

Mr. McCase. Maybe, I will handle 15,000 bales for a friend. 

Mr. Hammonpn. If you quit buying now. 

Mr. McCane. Maybe, I will handle 15,000 bales at Greenwood, and 
maybe it will be less. However, the crop will determine that. That is 
a very personal thing between me and my friends down there. 

Over at Pine Bluff, Ark., I did not solicit at all anyone out there. 
I got a call from a man out there who asked me if I would handle 
what I am led to believe is 10,000 bales. 

So, to the extent that I am in this thing, I want to see cotton mar- 
keted in normal trade channels, My company wants to help in every 
wav we can. We think we are doing a very outstanding job in the 
State of South Carolina in what we are doing. Our sales this week 
will probably be 2,000 bales, and next week it may be up to 4,000 bales. 

We hope that we do it right, and if there is any better way to do it, 
we want to do it to help in this very difficult situation which is evi- 
denced by the paperwork on 41 bales of cotton. 

Mr. Garuines. Mr. McCabe, we folks down in the Midsouth are 
really proud of the fact that you do buy our cotton. We are delighted 
that you do, because you are getting the very best cotton and the high- 


est type cotton. 
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Mr. McCase. There is no question about that. 

Mr. Garuines. Then, too, we recognize that without the mills we 

cannot do any business. We have to have the mills. 

Mr. McCase. Well, we all have to live. 

Mr. GaTrHines. You are our customer, but let us find out now what 
your idea is with respect to the recommendations that have been made 
here this morning by the members of the trade in these various areas of 
the Midsouth. 

Mr. McCase. I would be very glad to tell you what I think of them. 
[ think this thing of handling cotton on actual samples as described 
by the gentleman over here this morning—lI do not think that that 
is a good way to do it from one State to ‘aniother. On the green card 
basis in South Carolina and the surrounding area of Greenville, we 
consume a couple of million bales of cotton and, therefore, it is not 
a small market in itself. I do not believe I would subscribe to the 
actual sample business. I think they are exactly right in that. 

Mr. Garurnas. Excuse me. Just a half second. 

In view of the fact that it is necessary that we be on the floor before 
12 o'clock, noon, I am wondering if it would be in order to adjourn 
over until 3 o’clock. 

What do you think about it 

Mr. McCasr. It would be all right with me, Mr. Chairman. 

Mr. Garuines. I am sorry, indeed, that we were not able to get 
around to everyone. We wanted to hear from Mr. McLain and the 
other gentlemen from the Department as well, but we just. could not 
get to any more witnesses this morning. Therefore, 1f 2 o’clock is 
suitable, we shall hear you at that time. 

Can you be with us at 2 o’clock, Mr. McLain ? 

Mr. McLarn. I can; yes, sir,and Mr. Raper. I think it is well that 
you hear both sides of this before we get on. 

We are, as you can well determine, pretty well in the middle on this. 
I would like to say this before you adjourn, though, in case some of 
these gentlemen get away. 

There is no one who believes any more than I, that we ought to han- 
dle this cotton through the norm: al trade channels the very best way 
we can in the regular program. We set it up that way intenfionally. 
We took the advice of the people in the industry and we have the 
responsibility for handling this program and the responsibility for 
getting the high dollar for this cotton. No one can accuse us of not 
wanting to do that. 

We will be back at 2 o’clock. 

Will we follow Mr. McCabe? Isthat your plan? 

I have some other commitments later this afternoon. 

Mr. Garnines. We are sorry to have delayed you this long but, in 
any event, we wanted you to hear what these folks had to say so that 

you later could respond. So far as the list I have in front of me is 

concerned, Mr, McCabe was the last name on it. However, you would 
come on, then, shortly after Mr. MeCabe completes his statement. We 
sta id adjourned until 2 o'clock. 

(Thereupon, the subcommittee adjourned, to reconvene at 2 p.m. of 
the same day.) 
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AFTERNOON SESSION 


Mr. Garutnes. The committee will resume. Just before the lunch 
hour, Mr. McCabe was testifying. We will be glad to hear you fur- 
ther now. 

Mr. McCase. Mr. Gathings, there were several questions this 
morning as to the flow of cotton from the farmer to the ¢ ommodity 
Credit, and I thought perhaps these charts might be of help. They 
were prepared for my own use and are not necessarily exactly like 
the official flow. 

In closing, I would like to say once again that when this Agricul- 
tural Act of 1958 was concocted, we knew it was going to be a very 
difficult one to handle, that the paperwork would be very compli- 

cated—as is evidenced by this transaction here covering 41 bales that 
took : 35 pieces of paper with 53 blocks to fill in on each page. 

I want to congratulate the Commodity Credit on the very fine job— 
rather, I should say the Department of Agriculture— that they have 
done of putting this together because it is practical to work on an 
IBM system. 

I will be glad to answer any questions about my operation, or any- 
thing else you might want to ask me. 

Mr. Garurines. I want to glance at this first. 

Mr. McCapse. In our case we are the CCC sales agent at the begin- 
ning of the second group there. The letters of transmittal come from 
the CCC purchasing agent where the farmer in this particular in- 
stance over in the Carolinas was paid 34.35 for his cotton and the 
minimum resale in the left-hand bottom corner is 31.51. 

Mr. Gatuines. What recommendations, if any, do you have, Mr. 
McCabe, regarding any changes? Do you have any recommenda- 
tions to make to the Department—-any changes in the handling of 
this program affecting choice A cotton ? 

Mr. McCapse. I think that we are all morally obligated to do every- 
thing possible to see that cotton moves through normal trade chan- 
nels. I know some folks back here would not agree that my han- 
dling cotton is a normal trade channel. But I can assure you that it 
is necessary over in the Southeast, where there are so few unlimited 
sales agents, for some of us to take on the responsibility of moving 
cotton to the consumer without its going into the catalog at New 
Orleans. 

In my opinion, if we do anything to disrupt the program at. this 
point, the whole flow of cotton will go into New Orleans first and will 
be cataloged there, which delays the marketing and makes it diffi- 
cult for us to handle—not us, but the whole cotton trade, to handle. 
I think we ought to stay where we are and live this one through and 
be back here next January with your committee, sir. 

Mr. Gaturnes. What you are saying is that you want to go into 
other territories and to get this cotton and to move it out of the terri- 
torv of its origin: shape at right ? 

Mr. McCase. No, sir; I do not want to do it, but if people ask me 
to do it—believe 1 me, everything I have handled has been unsolicited- 
if someone asks me to handle the sale of cotton that they have ac- 
quired as a CCC purchasing agent and—very frankly, if they are 
friends of mine, I want to help and I will do it. Otherwise I would 
not touch it with a 10-foot pole. 
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Mr. Sanpers. May I ask a question ? 

Mr. Gatuines. Yes. 

Mr. Sanpers. There is nothing personal about this. We are on 
two sides of the fence. I thought ‘of a solution sitting back here. 

Mr. McCabe says he is doing this to relieve the local men of the 
paperwork, which I am sure he is. If he will do one other thing, we 
would not have any point of division. Could you then go ahead and 
offer that cotton for sale in Pine Bluff? 

Mr. McCase. I was not going to tell you this at the moment, but I 
have real visions of being able to bring this paperwork by airmail to 
Greenville, put it on the IBM, and come back and sell it in Pine 
Bluff. 

Mr. Sanvers. If you do, we will not have a word to say. 

Mr. McC ABE. If I can work that out, it behooves me to try to do it. 
It comes down to what it will cost my company to do it. We have not 
been in the business a month, so we do not know what it will cost per 
bale to do it. 

Mr. Garnuines. You indicate there is a lot of work in connection 
with the handling of this cotton. 

Mr. McCapse. Yes, sir. 

Mr. Garutnes. You have been of service to the trade. Why are 
you taking this work away from these Memphis factors ? 

Mr. McCase. I am not taking it away from any Memphis factors 
that I know of. I can be very specific. 

Mr. Garuineas. Greenwood, Pine Bluff, Blytheville. 

Mr. McCase. Here is why I am doing it. Let us look at this thing 
exactly. On this 41 bales that I keep referring to—the Government 
paid t this particular company $30.75 on this 41 bales. The company 
gets 75 cents per bale for processing this for the Government. This 
is a one-man organization. He has had to hire two girls in the organ- 
ization. 

I have been doing business with him for many years. I gave him 
the dollar I am getting from the Government. I am processing that 
cotton without, I can assure you, any financial interest in it one way 
or the other. 

Mr. Garutnes. How many potential bales do you estimate - you will 
handle through this marketing s season in which we are now engaged ? 

Mr. McCase. I would say no more than 40,000. That is a pretty 
high estimate, incidentally. 

Mr. Garutnes. That isa good number of bales. 

Mr. McCase. Not compared tothe number we use. 

Mr. Garurnes. There will be other folks, too. They will do the 
same thing you will be doing; is that right ? 

Mr. McCapr. I would think so, if they have the setup to handle it. 

Mr. Garuines. There are a lot. of sales agents in the affected areas 
of Missouri, Arkansas, west Tennessee, and Mississippi. 

Mr. McCase. Of the 40,000 I will handle, I would say that 20.000 
will be in the Southeast and will not come out of the Central Belt. 
My Central Belt operations is an accommodation to a couple of friends. 
It really amounts to that. 

Mr. Garuines. <A lot of those folks are trying to make a living doing 
the same thing they have always done in their particular communities 
and localities. 
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Mr. McCase. That is right. 

Mr. Ercieson. If Mr. McCabe is so interested in those two or three 
people, I think we could work out a deal to handle those two or three 
friends of his on a very satisfactory basis if that is what he is par- 
ticularly interested in. We run them on IBM machines also. I think 
we could work it out to handle that 15,000, or whatever he is worried 
about, for those particular friends of his. 

Mr. Garui. is. Youcould take care of the 15% 

Mr. Ercnteson. Ona friendship basis to him. 

Mr. McC ane. I am not worried about it. 1 would be glad to let you 
handle it. 

Mr. Garuines. Thank you, Mr. McCabe. 


STATEMENT OF C. E. BOWDEN, VICE PRESIDENT, COVINGTON & 
SMITH COTTON CO., MEMPHIS, TENN. 


Mr. Bowpen. My name is C. E. Bowden, from Memphis, Tenn. I 
am vice president of Covington & Smith Cotton Co. 

I fall pretty much in the same category Mr. McCabe is in in the 
transferring of the sale of Central Belt cotton into the Carolinas, 
Actually, this thing started with us, I think, pretty much in the same 
manner it did with him, About 3 or 4 weeks prior to the moving 
of the crop there was a lot of publicity going around among the sales 
agents, duly appointed sales agents of the ¢ ‘ommodity C ‘redit C orpora- 
tion, that the redtape involved in handling the cotton was too detailed, 
and rather than handle the cotton themselves or offer it for sale in 
the local market due to the work necessarily involved, they were 
going to turn the cotton over to the Commodity Credit Corporation 
in New Orleans. They had the choice of offering it for sale in the 
local market or draw out with their drafts on the Commodity Credit 
Corporation, thus ending their obligation as a purchasing agent for 
the Corporation. 

I think all of us, regardless of which side of the fence we are on, 
the last thing we want to see happen is for the new crop to move en 
masse to the Corporation in New Orleans. Mr. McCabe clearly 
covered that. There is a delay in having the cotton cataloged by the 
CCC. There is delay in getting the receipts and the collateral de- 
livered to you after the buy ing di ite. 

Right at the moment the mill inventories in the United States be- 
cause of going into this price reduction, we could not stand any more 
delay than we already had. I say “we.” I am speaking of people 
in Mr. McCabe's category. We have some mills we do a very close 
business with. We supply a large percentage of their needs. ‘These 
mills are depending upon us to keep them supplied with cotton. 

The question was asked me a moment ago. I do not think it was 
directed to me, but it was directed to my side of this transaction. 
The question was, If I did not think the cotton would sell cheaper in 
the Carolinas, why would I be interested in having the cotton moved 
to the Carolinas for sale? We have two reasons. Our primary 
reason is that we, by having this cotton turned over to us to act as 
sales agents, can assure our company of at least the opportunity to 
bid on cotton from a particular Jocality that will fit the requirements 
of our mills exactly. 
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That may be a real broad statement, but it is absolutely true. We 
have sections of the Central Belt where Middling, Inch, and a 16th 
grade—supposed to be one grade and one staple and that only—is far 
superior in spinning qualities to that same description from another 
locality. I do not knew why, unless it 1s the nature of the soil or 
whatever. Naturally, that cotton is more in demand than cotton 
from so-called marginal territories. 

Another point has been brought out—that it is taking the source 
of income away from some of the local people. I agree with Mr. 
McCabe. I do not think anybody in the cotton trade likes this pro- 
gram, but we feel that it is a program that will work and we think 
that, with patience and cooperation, the program can be made to work. 
In all of the transactions we have had with sales agents promising to 
handle their cotton for sale, our local representative in the local 
market has received his usual fee for buying that cotton for us in the 
event that this program had never come along and that cotton had 
been purchased by him in anormal manner. Nothing was taken away 
from the sales agent. He was to get the fee that the Commodity 
Credit Corporation would pay him. He is to get that fee regardless 
of whether or not the cotton is sold. 

As I said, the only thing we are doing is assuring ourselves—and 
we think it is worth the time and effort involved to be able to at least 
bid in competition for the cotton from the particular territory in 
which we are interested. 

There are other miscellaneous things that could be brought into it. 
One item for us particularly from a volume point of view is this. We 
have made arrangements for our local bank to handle our expense end 
of it at a very much more nominal fee than can be done in handling 
the cotton back over there, particularly in Memphis. 

There are other factors involved too numerous to bring out. I 
think most of them are very small. 

That pretty well covers what I was interested in saying. First, 
we want to keep the cotton uway from New Orleans. I think you 
gentlemen agree the less cotton the Commodity Credit Corporation 
has to stock and handle and carry over, the better off the Department 
is. I say, let us give it a chance. It is working in the Rio Grande 
Valley and in other areas further along with their harvest than we 
are. Let us see if it will work. If it will not, I think the rules and 
regulations were laid down by the Department of Agriculture and 
they can be changed by the Department. 

Mr. Garuines. You think the program will work? 

Mr. Bowpen. I certainly do. It is working. 

Mr. Garuines. We have a lot of people in the room who are not 
happy. 

Mr. Bowpen. We have two points at issue here today, sir. One is 
the redtape involved in preparing the documents. That is being done 
in other areas where they are further along with their harvest. This 
is new to most of us. Our crop is just beginning to move. 

In the Rio Grande Valley they have virtually finished harvesting 
better than 400,000 bales. The program has been in operation there 
a good while. I think the Department will bear out that it is work- 
ing there. I believe the program will work. There may have to be 
some minor revisions, but we realize it is a 2-year stopgap thing. 











38 PURCHASE AND RESALE OF CHOICE “A” COTTON 


Mr. Garuines. The volume of business handled by the local mer- 
chants is declining under this new program; is it not? 

Mr. Bowpen. I think the answer to that is “Yes” and “No.” [| 
have a commission buyer in Greenwood, Miss. If we process the cot- 
ton that we are supposed to process from that territory, I think per. 
sonally he will have one of the best seasons he has had in a number of 
years. He is a local man, living in the local territory; he is a local 
buyer. You say something about taking it away from the other buy- 
ers. It is not taking it away from him. He is a local buyer. 

The only thing he has done is book that cotton ahead for us, 
whereas, if he had gone normally through the season, the end result 
would have been exac ctly the same. 

Mr. Smiru. Mr. Chairman. 

Mr. Garnrnes. Mr. Smith. 

Mr. Smirn. Mr. Bowden, if that man is having his best season, will 
not the equivalent amount be taken off the Greenwood market and 
away from the brokers in Greenwood ? 

Mr. Bowpen. If he had bought that cotton anywhere during the 
course of the season and the end result had been the same, you are 
right where you started. 

‘Mr. Surru. One part of the transaction is taken out of the town. 

Mr. Bowven. No, sir. The normal procedure is for the producer 
to supply—I am speaking of the Greenwood market—the producer 
to supply a factor or a selling agency on the local market with a bale 
of cotton. That is the farmer. Greenwood has the finest marketing 

facilities of any interior market that we have, as you say. 

Normally, the farmer supplies that bale to him. He, in turn, sells 
it to my agent and I pay my agent a commission. The farmer pays 
the broker a commission and then I move the cotton to the ( ‘arolinas, 
which is certainly a normal course of events for consumption. 

Under the sales program, we are doing exactly the same thing. 
Neither of those men has been cut out of any anticipated income. That 
cotton cannot be handled by too many people. 

Mr. Garurnes. Everybody is in agreement with you. It is prefer- 
able that the cotton be purchased prior to the time that it goes to New 
Orleans and put into the catalog. That would be quite a delay. 

Mr. Bownen. That is right. 

Mr. Garuines. At the same time, on this matter of agent crops, 
what are your views with respect to that? 

Mr. Bowpen. That is exactly what I finished saying in regard to 
the man who would normally anticipate this. If he were to go 
through his function as a sales agency for the CCC and sell that cot- 
ton to the highest bidder and do the necessary paperwork involved, 


he would be remunerated by a dollar per bale or, in the case of a | 


limited sales agent, 10 percent over and above the minimum price. 
He has received his money for not doing the work. 
The question was asked me, Why do you want to pay him for doing 
this work? We want to be sure. We do not know what this thing 


is going to build up to, and we want to be sure of at least. the oppor: | 


tunity to bid on the cotton that we want out of this season’s growth, 
from the territory we want it. 

This cotton has got to be sold in competition. You have to adhere 
to the regulations set up by the Department. If anybody does not 
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adhere to those regulations, he is completely foolish. The program 
is going to be policed i in the cotton business today, and if you are not 
in a position to do business with the CCC, you may as well close your 
doors. 

Mr. Gatruines. Do you not think that if these rebates were not per- 
mitted, and if the Department of Agriculture were to say that they 
look with disfavor upon rebates and come out with an order that 
the rebates should be prohibited, do you not think that would do some 
good ¢ 

Mr. Bowpen. It would certainly stop that. I think it would also 
mean that the majority—I am not going to say all, but the majority 
of the people who have contacted Mr. McLain—I think that would be 
true and I know it would be true that we, who would normally offer 
that cotton for sale or to try to function as a sales agent, would be un- 
able to do it and have to turn the cotton over to the CCC in New 
Orleans. 

That is what started this thing in the beginning, the fact that the 
cost of administering the selling end of the business was more than 
they were able to get out of it by getting a dollar a bale. In view of 
the time involved, I am sure they can net something. I do not think 
the cost of doing it would be a full dollar, but the time that the men 
spent on it for the little extra they got out of it, whether a net of 25 
cents, 50 cents, 60 cents, or whatever the case might be, it would not 
be worth the time. 

Mr. Gatruines. Do you not think that becomes a matter of course 
that in dealing in a lot of transactions these things could be expedited 
and it would not be long before you had someone in these offices to 
handle those transactions efficiently ? 

Mr. Bowpen. Purchase forms, yes. I think purchase forms, yes. 
That is a sales agreement or an agreement with the producer. That is 
a form generally outlined similar tothe old loan form. It is different, 
but it is generally the same form, The trade is fairly familiar with 
it. It is some trouble but it is not just a lot of trouble. In offering 
the cotton for sale, there is an awful lot of trouble, and sales agree- 
ments and collateral have to be posted and that has to be run in humer- 
ical order. The cotton has to be placed with the custodian bank, ree- 
ords have to be kept, sales notices have to be posted, and bids have to 
be taken. 

There is a lot of redtape involved in that and it cannot be done and 
any money made from it. A man cannot realize enough for the time 
involved. With the setup to handle it on a large-scale production, the 
basis on which this country is founded, it can be done for a nominal 
cost. ; 

Mr. Garnines. You are considered a pretty big operator ? 

Mr. Bowpen. No, sir. I take that as a compliment but it is not so. 

Mr, GArHinGs. How many mills do you represent ? 

Mr. Bowpen. I do not actually represent any mills directly. We 
have a very close business relationship with a group of mills, several 
different mills, in which we supply a large part of the cotton they run. 

Mr. Garutnes. Where does it come from ? 

Mr. Bowpen. Our cotton comes from California, Arizona; Lubbock, 
Tex., and El] Paso. We handle all growths of U.S. cotton as well as 
Mississippi and the central belt cotton and eastern. 
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Mr. Garuines. Your office is in Memphis? 

Mr. Bowpen. Yes, sir. 

Mr. GatTutnes. Any questions ‘ 

(No response. ) 

Mr. Gatuines. Mr. Hammond, | believe Mr. Smith wanted to ask 
you a question. 

Mr. Smiru. No; Mr. Hammond wanted to ask Mr. Bowden a ques- 
tion. 

Mr. Garuines. Go ahead. 

Mr. Hammonp. It just occurred to me that Mr. Bowden was con- 
cerned over keeping his mills supplied with cotton when there is al. 
ready 7 or 8 million bales surplus, and an anticipated 1414-million-bale 
crop. That was the surplus before this crop ever st: arted, and he was 
trying to keep his firm in cotton. I will show you here the position 
one of his competitors is in. 

In Greenville, Miss., there are four qualified CCC sales agents who 
have normally oper: ated as factors there is previous years. They 
qualified as C ‘CC sales agents and they have shippers there. One of 
them is A. G. Paxton, and these four agents entered into a contract 
with Mr. Bowden’s firm to transmit all of their A cotton to Nor way, 

., for sale. 

I will read you this letter by Mr. A. G. Paxton of Greenville, Miss, 
This appeared in the Delta Democrat-Times : 

We are pleased to advise that we have keen appointed by the Commodity 
Credit Corporation as qualified agents for the purchase and sale of choice A 
cotton produced under the 1959 farm program and we have, consequently, opened 
a downstairs office at 258 Main Street in order to accommodate our friends. 

From our producer friends of Bolivar, Wash., Sharkey, and Issaquena Coun- 
ties of Mississippi, we shall be very pleased to purchase for the Commodity 
Credit Corporation your option “A” cotton without expense to you. In addi- 
tion, we will pay a liberal fee for the privilege of serving you and handling 
the paper as a sales agent. We make this offer to include only those producers 
who do not have contractual obligations for the sale of their crops. It is a 
special service made for the express purpose of affording Mississippi cotton the 
opportunity of being sold in Mississippi rather than sent outside the State 
without being offered here. 


I would say here that A. G. Paxton is a firm that has been in busi- | 


ness 37 or 38 years and it is a reputable firm. They handle a lot of 


cotton. He is dependent on these four factors in Greenville for his | 


supply of cotton and has been for many years. 

When they became qualified agents, they immediately entered into 
a contract with Mr. Bowden’s firm to send all of their cotton to 
Norway, S.C. It leaves Mr. Paxton here on the Greenville market 
without any source of cotton and now he is having to go to the farmer 
and subsidize the farmer or rebate the farmer to get cotton to fill 


his mill commitments. That is, cotton that he has already sold the | 


mill. 

Mr. Bowven. Rebuttal, sir. 

When this thing first came up in Greenville, Miss., we entered into 
a contract. They had requested we handle the cotton for them and at 
that time, or at about the same time a third party contacted us and 
wanted to do the same thing. When some conversation came up about 
it, we called each of the parties involved and told them that even 
though we had a signed agreement, “It is not an agreement; it is just 
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an understanding of the procedure that is to develop between the 
two parties.” 

We called them and told them that if that would impair their busi- 
ness in any way, hurt their business in any way at all, we would be 
very happy to relinquish any rights that they thought they owed us 
and they were perfectly free and willing to tear up the contracts and 
throw them in the wastebaskets and process the cotton in a normal 
manner. We would have an equal opportunity to buy it. 

They said, “We will let you hoe in 2 or 3 days.” 

They ec: alled back and said, “We cannot do it. We are going to go 
ahead and turn it over to you, if it is still all right.” 

I cannot answer for them any further. 

Mr. Garutnes. Mr. Sanders? 

Mr. SaNnpers. ater sir. 

If I have overlooked one part of this operation, the purchasing 
agent gets the cotton from a farmer and he gets paid 75 cents for that. 
He is usually a different man from the purchasing and sales agent. 
The purchasing and sales agent gets the sale of it for what the Govern- 
ment pays him, $1, 

Mr. Bowden says he cannot operate at a dollar because it costs him 
something which we all know it does not. He has overlooked the fact 
that where these men are under the obligation to buy, they sell the 
cotton for the Govrnment and get that dollar, of which some amount— 
I believe he said 25 cents, and I think probably it is more than that, 
50 cents—would go to the man selling the cotton. He gets the chance 
to buy it. He has another opportunity in that he can bid on it. He 
has taken it away from that market where the buyer could not have 
the opportunity to bid on it. 

That is what we are talking about. 

Mr. Garurncs. That point was made out this morning. 

Mr. Sanvers. He said the reason he was doing this was because 
he knew these points and the quality of the cotton suited his needs. We 
know that isso. We certify that asa fact. 

He says that he asked these men to turn it over to him so that he 
can take it over to Norway, or wherever it is. I understand that 
Norway is about four or five thousand people. 

Mr. Bowpen. Not quite that big. 

Mr. Sanprers. A little bitty place. 

He wanted to take it over to Norway so he has an opportunity to 
bid on it. He said he had a man down in Greenville. 

Why cannot this man bid on it down there? 

That is what we are talking about. 

Mr. Bowpven. The point that Mr. Sanders has overlooked is that. 
these sales agents, duly appointed by the CCC, do not, and did not, 
want to function. They came to us with the proposition to try to 
handle the cotton for Sfiaees: Mr. McLain pointed out the same thing. 
We have gone into it on more than a friendlalip basis. We have gone 
into the points where we think the cotton will fit our needs. 

Bear in mind, sir, that that cotton has to be sold at competitive bids. 
If there is one bid, then the CCC has to put a minmum price at which 
they will sell, accept the cotton. It is my opinion that the minimum 
price is going to wind up by being a good one on most qualities and 
in the event there is more than one bid, then the cotton will go to the 
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highest bidder. If we can believe what people have told us, we will 
have numerous bidders on the cotton we offer for sale in Norway, and 
in addition to that, the reason we are putting the cotton over there is 
that they have been functioning under the program for some 30 days 
and have had several sales. 

I am sorry that the headquarters of my firm are not in a great big 
town, but I have no control over that. 

However, it is easily accessible to anyone who wants to bid on the 
cotton and I think we will have good sales. I think we will have good 
bidding. 

Again, I know that the Department of Agriculture or the CCC will 
police those bids. If they think it is not being properly handled, I 
am quite sure they will stop it. 

Mr. Gatruines. Any questions? 

(No response. ) 

Mr. Gatuines. Thank you. We appreciate your appearance, 

Mr. Bowpen. Thank you, sir. 

Mr. Garurnes. Now, Mr. McLain and Mr. Raper, will you come 
forward ¢ 

Will you give us your version? You have heard the testimony, 
both of you, and we would like to have you tell us now what comments 
you would like to make with respect to this A program and how 
it is working now. 


STATEMENT OF MARVIN L. McLAIN, ASSISTANT SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY RALPH H. RAPER, DEPUTY 
DIRECTOR, COTTON DIVISION, DEPARTMENT OF AGRICULTURE 


Mr. McLarn. Mr. Gathings, and members of the committee, and 
other Members of Congress, let me say to begin with that we never 
were happy about the A and B programs. We realized when it was 
enacted into law there would be difficulties with it because it is a dif- 
ferent type of program than ever has been handled before. 

We accepted it very reluctantly primarily because the advice of 
responsible Congressmen and Senators in the Cotton Belt, along with 
the leadership in the cotton industry, indicated this was the only way 
that we could get a barrier broken that had to be broken. Once that 
was decided and the legislation was enacted, we began to lay plans 
for the big job we had ahead of us. 

It was my direction to the Administrator of the Commodity Sta- 
bilization Service, as well as the Cotton Division, that we try to the 
fullest extent possible to use the normal channels of trade in this 
operation. I, for one, have been very close to marketing all of my 
life and I know how important it is to preserve the marketing 
system. 

In our judgment, from the standpoint of headaches and costs to 
Uncle Sam, the simplest way to have handled this would have been to 
put it into the catalog after we purchased it. There are many in the 
industry who would have liked to have handled it that way. The fact 
is we were urged by a good many to do it that way. We disagreed 
with this because we felt this would completely demoralize the mer- 
chandising system that we had in cotton. 
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[ directed Mr. Rhodes to go into the field and have a series of meet- 
ings and try to find out what the industry itself wanted in the method 
we should handle this program. This he did over a peri of several 
months, together with Mr. Raper, and after much hard work and what 
we thought was a supreme effort on our part to come up with a pro- 
gram, one that we thought would do a very difficult job, we launched 
off one on August 1. 

Then I also suggested that Mr. Rhodes get into the field in the early 
areas Where this program was in operation, in the lower Rio Grande, 
and then move north, to find out what the actual effect of the program 
was and what was happening. He has done that. 

He is now in California and he called me this-morning. I talked to 
him before I came to this hearing. He indicated that he has, beyond 
expectations, received very favorable comment on the way this thing 
is working. 

Late last week we began to hear complaints such as the ones regis- 
tered here, honestly, this morning by the group from your State and 
Mississippi. We have not, to my knowledge, had any complaints from 
anywhere else. 

My immediate reaction, when I heard some of the insinuations, to 
begin with, that the cotton was to be moved out of the belt into another 
area and sold at under-the-table prices, was that if this were true we 
would stop it immediately. There has been no evidence to us yet that 
this is true but we are watching it closely. 

Mr. Biggs has representatives in the area where these sales are being 
held and we checked the records closely after each sale. 

You have heard the two sides of this thing, one very ably represented 
by the very respectable gentlemen here. It would be my suggestion 
that we let this thing wor 'k a little while before anybody gets so exe ited 
that he loses his shirt. Frankly, some of the witnesses this morning 
indicated that there had not been any sales made in their area yet. 
Then, if any of these charges are true—first of all, not getting maxi- 
mum price out of this cotton—this is the thing I think you all realize 
is very important, because the General Accounting Office and the in- 
vestigating committees would be on us in a minute if we didnot do 
that. 

If there is any evidence of that at all, we have to take proper steps 
to stop it. 

As to the mechanics of how this thing works, T think we have gone 
through so much of this that it is old stuff, and there is no need to do 
that. 

Mr. Raper is very familiar with all of the details. 

It is Mr. Rhodes’ opinion, for whom I think the cotton industry has 
avery high regard, that we ought to let this thing work a little while 
to see whether it is going to be as bad as some people expect. 

Mr. Garnincs. Let me ask you, Mr. McLain, where do you hold 
these meetings in order to get this information ? 

Mr. McLarn. Do you want to indicate ? 

Mr. Raper. I am not sure I can name them all, but we met with the 
various representative groups that were interested in cotton, such as 
the American Cotton Shippers Association, the cooperatives, the ware- 
housemen, and two or three other groups. We had most of those meet- 
ings in Memphis. 
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Incidentally, all of the meetings were at places suggested by the 
representatives who wanted to meet. The producers’ meeting was 
in Memphis. The cooperative meeting was in Memphis. The mer- 
chants’ meeting was in Memphis. The warehouse meeting was in 
Memphis. The bankers’ meeting was in New Orleans. 

I think we met with some other people at other places. 

We tried to meet with any group that had a representative group 
that wanted to talk about the program, 

When we met with them, we did not have any program to sell. We 
tried to get them to tell us as best they could what they thought would 
work and what kind of a program would fit into normal marketing 
channels. 

In connection with the one point that has been talked about. here 
today the most, that is, about selling local cotton. That subject. was 
discussed perhaps as much at these meetings as any other one subject. 
Whether or not CCC should in any way try to restrict the movement 
of cotton or the sale of cotton by local sales agents. 

The opinion of each one of those groups we talked with, and to my 
knowledge I do not know of a man who voiced a different opinion, 
indicated that they thought CCC should not start to try to curtail or 
restrict where the cotton could be sold. 

Under our program, when we use the term “local,” we use it to 
mean not in New Orleans. That is, local sales are those made any- 
where by approved sales agencies across the belt. All other sales we 
refer to as CCC sales, sales made by the New Orleans Commodity 
office. 

Mr. McLarty. The fact is, Mr. Gathings, if we should try to restrict 
areas—I had a call yesterday from a very respectable gentleman in 
which he suggested the solution to this was to put a ring around a 

certain area and not permit cotton to be sold out of that area. The 
General Accounting Office would not permit us to do that if we 
wanted to, and we are not that stupid because we know that when we 
offer cotton out of a catalog that the highest bidder should get the 
cotton regardless of whether he is in California, South Carolina, or 
Mississippi. I am sure that you would agree that such cannot be done. 

There was another suggestion made here that we not permit anyone 
to make a payment between for this service. 

When you try to write a regulation like that, and we have had 
some experience in this field, and put: it into effect, you have to police 
it. The General Accounting Office will see to that. 

It was our feeling—again, this was the feeling pretty much of 
everybody in the tr: ade—that we ought to avoid this type of thing as 
much as we could. 

After all, if you let free enterprise work and people can offer a serv- 
ice, or get a better price, this is what has made this country click like 
it has. When you start putting restrictions in and telling a person 
that they cannot be compensated for a service, this can become pretty 
difficult. 

I think if we wrote into our regulations that a fee could not take 
place between any two participants of this program, I do not know 
how in the world you would police it. I am sure that we would have 
a lot of people in trouble before we got through with a 1-year pro- 
gram. We do not feel that we can draw a string around any area. 
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We feel that if people perform a service they are entitled to a fee, 
this was the way the program was drafted. 

The fact is that if you had done it otherwise, we would have in- 
sisted upon taking it to New Orleans. 

We learned a Tong time ago that everybody has to have an equal 
opportunity of bidding on these things. 

Mr. Garuincs. What about down in Texas where the cotton opens 
up earlier? Hlow does the program seem to be doing there? How is 
it progressing down there? 

Mr. McLain. To my knowledge, we have not had a single complaint. 

As I told you, Mr. Rhodes has just been there, and he has been in 
the lower Rio Grande and Lubbock, which is a ver y heavy cotton-pro- 
ducing area, 

He “called me from Fresno just before 9:30 this morning, and he 
said that he was amazed at the reception this program had had; in the 
area With very few complaints. 

Mr. Garnines. Our cotton opened up earlier, around the 20th of 
August. 

Mr. McLain. What was the exact date, Ralph? That is, in the 
Rio Grande ¢ 

Mr. Raver. They start harvesting down there about the first of 
July. 

Mr. McLain. The Ist of July, Mr. Chairman. 

Mr. GaTHiInGs. Anyway, I started to get these complaints the latter 
part of August and on September 1 I wrote Secretary Benson and 
asked him to call a meeting of the Department officials and concen- 
trate on working out this matter. Nothing has ever been done with 
regard to my letter, and that is only 11 days ago, but in any event 
there has been a clamor to get action on this thing in a wide area of 
the South for the past 2 weeks or 12 days at least. 

Mr. McLain. How much cotton has been sold, would you say, in 
this area so far? 

Mr. Garuines. I do not know. Anyway, that is neither here nor 
there. 

The question is, will these folks stay in business and contihue to 
operate as they have always operated? That is, dealing with cotton 
where it is kept at home, rather than moving it from one area to an- 
other? That is, moving it from Arkansas to California or from Cali- 
fornia to Tennessee ? 

Mr. McLain. The only reason I asked the question is that I think 
you misunderstood the way I asked the question. 

My point is that we are just at the beginning of the marketing sea- 
son really. 

Mr. Garurnes. I realize that. 

Mr. McLain. Again, I think it would be wiser if we—of course, we 
will be very happy to listen to any suggestions this committee makes, 
[can assure you. As has been indicated by two witnesses here—and 
there will be many others—if we tried to move in another direction 
that will restrict the area that this cotton can be purchased in, you 
will get bombardments pretty quickly from certain groups, I kniow. 

We are perfectly willing to listen to the recommendations you make 

I think it is fine to have this hearing and get both sides exposed. 
If there is any evidence whatever that we are “not realizing the value 
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of this. cotton. This is our prime interest. and to see that the mdustry 
and marketing system is preserved and we will take proper steps to 
take care of it “pretty quickly, whatever it takes to do it. 

We will be very happy to get any suggestions that this committee 
would like to make to us. 

Mr. Hammonp. Mr. McLain refers frequently to drawing a ring 
around a certain area. He says that cotton sold from the Commodity 
Credit in Nev Orleans is sold to the highest bidder. It does not matter 
whether it is Oklahoma, the Carolinas, or whatever. Everyone has 
access to that catalog. If this cotton moves to Norway, North or 
South Carolina, or to Montana, if we could have access to the catalog 
in the area in which it is grown, then you would not hear any more 
from us. If we could have access to the catalog of the cotton that 
moved out of the Mississippi Delta to some other area, you would not 
hear any more from us. 

We just want an opportunity to bid on the cotton. 

Mr. Garuines. What about that, Mr. McLain and Mr. Raper? 

Mr. McLain. I am not quite sure that I understand his question. 

Is he saying that he does not have an opportunity? This cotton 
is not cataloged until it is taken over. 

Mr. Hammonp. It iscataloged in thismanner: They catalog it when 
Mr. Bowden’s firm takes this cotton to Norway, S.C. He catalogs it 
and offers it for sale at Norway, S.C. 

If he could furnish us with a catalog on that cotton in the area in 
which it was grown, I do not think you would hear any more from us 
on the subject. 

Mr. McLain. In other words, what you are saying is not cataloging 
it in the sense that we handle our regular sales out of C CC, but if every. 
body in the United States were invited 

Mr. Hammonp. No; just furnish the catalog in the area in which it 
was grown, and if it went out of the Mississippi Delta and if he has 
cataloged cotton in the Carolinas and it came tothe Mississippi Delta— 
in fact, Mr. McCabe mentioned a while ago he was considering trying 





to offer a catalog to the local people. If that could be done, I do not 


think you would hear any more complaints out of the cotton trade. 

Mr. Garuines. Is that an unreasonable 1 request / 

Mr. Mclain. I would like to ask a question in order to clarify what 
we are talking about. Is your point that the cotton should be sold 
back at the local point or that a copy of the catalog which is offering 
the cotton for sale—for instance, in Mr. McCabe’s case in the mill area, 
if a copy of that is sent back to the local area and then you bid on the 
cotton over at Greenville along with other people 

Mr. Ham™enp. Yes, sir; along with Mr. McCabe. If he can fur- 
nish us the catalog in time for us to look at it and scrutinize it and get 
our bid in under regulations, that would be helpful. I believe we have 
to mail it in, which would take a couple of days. If he could furnish 
us with a catalog in time for us to look at it and get our bid in in 
competition w ith him and in competition with this other firm in Nor- 
way, S.C., I do not think you would hear any further complaint. 

Mr. Garuines. Along that line, Mr. Hammond, T wonder if Mr. 





Etchieson and Mr. Sanders would care to express themselves in | 


regard to that situation ? 
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Mr. Ercuirson. I think that would be no weight in the solution. I 
think you will find a lot of their friends are fr sends of ours that are 
anxious to do business with them and they would not be so anxious. 
I would suggest a compress of origin. 

You have to have them post in the compress of order. There would 
be no question about that. 

Mr. Hammonp. I am not promising there will not be any more com- 
plaints. 

Mr. Ercuteson. I am saying that is second best. I am not going to 
stand up here and try to insult your thinking about the reason why 
they want the cat: log available over there, because I know you do not 
go along with that. Iam only coming to you with this thought, and 
this is the last thing I will say 

Your subcommittee, as far as we are concerned, is a court of last 
resort on this thing. If it were something we could handle ourselves, 
we would never have bothe red you. We only want one program, and 
that is the thing that is fairest to all people that deal with cotton. I 
will simply ask you if you would just impress that upon Mr. Raper 
and any of them connected with it. If they think the wav it is being 
done is correct, and if the rebate is the fairest thing to all concerned, 
that should be corrected. That is all we want—something fair to 
everybody. When he moves out of the territory without our local 
buyer getting a chance, we do not think that is fair. 

The thought of our Government condoning rebates is really bad to 
think about, and that is the way I feel about it. 

Mr. Gatruines. JT do not believe our Government. would condone a 
rebate. Is that right, Mr. McLain? 

Mr. Erciutreson. They may call it another name, Mr. Gathings, but 
I say a black sheep is a black sheep, and he is not a white sheep. That 
ismy personal opinion, but I would say I would be real ashamed about 
itif I were a party to it. 

Perhaps I am too bitter about it, but T honestly think T have a right 
to feel that way about it, and I do not think T »m being unreasonable. 

Mr. Garuines. What do you think abeut these rebates, Mr. Me- 
Lain / . 

Mr. McLain. Well, all T can say is this: Tf we had a provision in 
the regulations prohibiting rebates, it would be quite a policing job 
to be sure that no rebates were made. There would bea lot of nosing 
done with a lot of people who would be very unhappy about it, not 
only by us, but by the General Accounting Office. The reason there 
was no prohibition put in our regulations on this is because we were 
fearful of the implications. 

Mr. Anerneruy. Would you express an opinion as to the practice of 
such ? 

Mr. McLatn. Well, I regret very much, Abernethy, first of all, that 
this is not working in the areas where we have the complaints ‘from 
the way we would like to see it. work: namely, that everybody that 
was in the business before still should be in the business. This was 
our intent, and I am still not completely convinced—and I am not 
doubting for a minute everything that these conscentious gentlemen 
said this morning—that this thing has been given a fair trial on a 
volume of cotton to demonstrate that this still would not happen. 
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But, laying that aside and getting back to your question, the prin- 
ciple of rebate without a service being performed is wrong. Bra 
gentlemen, I am sure, who testified last are not ts king of it in terms 
of a rebate. They are talking of it in terms of a service that they 
are performing. 

Mr. Anernetiy. Does the Department recognize and give any ap- 
preciation to the merit of the feeling of the cotton people themselves 
wherein they feel that this cotton should be completely processed and 
marketed in the community in which it was produced, particularly 
where they have built up special markets for their particular cotton? 

Mr. McLarty. The intent, of course, of the program is to do just 
that. 

Mr. Asernetuy. To do that? 

Mr. McLary. That is right. 

Mr. Anernetuy. Mr. McLain, you opened your testimony with the 
statement that you en that they ought to wait a while longer to 
see if it would work out. I do not know how much longer we should 
wait. 

If it goes longer, and you found it was disrupting local markets 
where people had built a trade on the character and volume of their 
own cotton, would you do anything to correct it / 

Mr. McLarty. Well, of course, T think if we were going to change 
what we are doing, before we changed we ought to give everybody— 
there are people that are not in complete ugreement W ‘ith what has been 
said here this morning, and I can assure you of that—they ought to be 
given a chance to be heard. I mean those people other than those that 
testified last. I am sure this is true. 

Mr. Asernetuy. Do you not feel that there has already been an 
adequate amount of controversy raised about this matter for the De- 
partment to have an immediate hearing on this matter? 

Mr. McLain. I am : rtain it will be given very careful consider: 
tion, Mr. Abernethy, because obviously after the program gets in 
operation and if it is completely disrupting in any area, we will have 
to try to take steps to do something about it if we can. 

Mr. Asernetiy. I cannot help but conclude that. these people are 
going home dissatisfied and I am unhappy with your position. I am 
not criticizing your position, and I do not want that interpretation put | 
on it, but I think the surface of the whole thing indicates that they 
are going home relatively unhappy and disappointed about. it. 

You indicated you would be willing to have a hearing at a later | 
date. Why does not the testimony now merit that? 

Mr. McLain. First of all, we would like to have the recommenda- 
tions of this committee. I assumed that was part of the purpose of | 
this hearing. You gentlemen, all of you, are in areas vitally inter- 
ested in cotton and if one of the recommendations is that. we need to 
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tions would be that we have an immediate hearing in the areas af- 
fected I am sure that is what we will proceed to do. 

Mr. Anernetuy. I do not think we necessarily mean you ought to 
wait on the recommendations of this committee. I do not know that 
this hearing was called for the purpose of making recommendations, 
other than airing the complaints so that soine rectification might be 


M 
here, 
serio 

M 
mean 
he ec 
abou 
| and ( 
of th 

I t 

Mr 
) the si 

Mr 
' make 

Mr 

Mr 


‘the he 


| 


Mr 
havin 
Mr 
that x 
and v 








un 


t to 
hat 


Onis, | 


be 


PURCHASE AND RESALE OF CHOICE “A” COTTON 49 


made. I think we can make a recommendation in a few minutes, and 
you might go to the Department and do something about it. 
“ Mr. McLain. Let me put it this way: 

Wednesday was the first day that I personally had received any 
complaints. Sam Thompson, Senator Eastland’s assistant, contacted 
me and then I immediately contacted Mr. Raper in Mr. Rhode’s 
absence, and he indicated Mr. Rhodes was in the field. Ihad him run 
down and he reported back to me the experience he had found in the 
areas in which the program had been operating. These gentlemen, 
to my knowledge, at least, did not ask for any hearing with me. 

I am not critical of that. 

Mr. Aserneruy. I think they did the usual thing. They appealed 
to their representatives and that is the normal thing for them to do. 

Mr. McLaty. Well, this is certainly within their rights, but it 
would seem to me if this were so serious there would have been an 
appeal made to the Department on a general basis before you fellows 
would have been brought into the act. But then, again, that is all 
right. That is water over the dam. : ; 

Mr. Anernetuy. When will Mr. Rhodes return from California? 

Mr. McLarn. It will be some time next week, I believe. 

Mr. Anernetuy. How late in the week ? 

Mr. McLatn. Monday week, Mr. Raper says. 

Mr. Asernetuy. That might be a little late, but is it absolutely 
necessary that he remain out there until next Monday week? Before 
you answer, here is what I have in mind: 

* Conceding for the sake of argument any argument that there might 
be some need for further study and perusal of this matter by the 
Department, would you consider calling in Mr. Rhodes and suggest 


' that he get into Memphis as quickly as he could, which is in the im- 


mediate vicinity of the area where these complaints are coming form, 
and discuss this matter with these people? 

Mr. McLain. Certainly, after the testimony that has been given 
here, Mr. Abernethy, we are not going to leave here and not pay pretty 
serious attention to this matter. 


Mr. Asnernetuy. My point is this: I simply was suggesting a 


/means whereby that since Mr. Rhodes is head of the cotton branch, 


he could be afforded an opportunity to get first-hand information 
about it and at the same time afford all of the aggrieved parties, pro 
and con, an opportunity to sit down with him in that cotton capital 
of the world and discuss this matter. 

I think that would be a fine thing for you to do. 

Mr. McLain. Of course, we had understood, Mr. Gathings, that 
the subcommittee had planned on having a meeting in the field. 

Mr. Garutnes. We will probably have an executive meeting and 
make some determinations. 

Mr. McLain. No: I meant a hearing in the field. 

Mr, Garurnes. We probably will make some recommendations after 
the hearing is over. 

Mr. McLain. I meant in the field. I had understood you were 
having a hearing in the field next week. Is that right or wrong? 

Mr. Garuines. No; we called this meeting here in lieu of the one 
that was proposed for next week. We started to hold one in Memphis 
and we discussed it among ourselves, trying to get the subcommittee 
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to go to Memphis on next Thursday, but in view of the fact that go 
many of the fellows had other engagements, it was very difficult to 
get a sizable number of them to meet in Memphis next Thursday, 
So, we thought we would start today. 


Mr. Mc LAIN. Of course, we were already going, before you called | 


this committee meeting because immedi: ately ‘things do not get to me 
until they get pretty hot generally and Mr. Raper can verify the fact 
that I began to ask a lot of questions because the charge was made 
to me over the telephone that this cotton was going to be sold at a 
lower price after it was moved out of the area than. it would be if it 
were sold locally. 

If any of that keeps up, it will be stopped very quickly. We can. | 
not let that happen. So, we were in the process of digging into this 
before you called the meeting, and we are very thankful, fr ankly, to 
have the opinions of these people that are here. 

I am sure, with the exception of two of them, all are very unhappy. 
I cannot believe that everybody in Mississippi and Arkansas feels this 
way, but if they do, we ought to know it, and we will proceed to give 
this as quick consideration as we can, Mr. Gathings. That is, I am 
sure, what you would expect us to do. 

In the meantime, if this committee, after hearing what was said 
here today, has any other suggestions to make other ‘than we proceed | 
to see what can be done—if you have specific suggestions to make, we | 
would be happy to have them. 

Could I ask if Mr. Hagen has had any complaints from California! 

Mr. Hacen. No. 

Mr. McLain. So far we have not had any complaint from the South- 
east and we have not had any to my knowledge from Texas. 

Mr. Hagen. Of course, they are either not so aware in California or) 
not so sensitive as they are in the Cotton Belt on a great many issues. | 

Mr. McLain. I am sure they are just as sensitive, ‘but I do not know) 
about the alertness. 

Mr. Azernetuy. I do not have the least doubt in my own mind—| 
and I want you to understand this, and I am sure you do, and I want} 
to say it for your benefit in this room, and for the benefit of those who! 
may not know you—and I guess that all of them do. I personally) 
have no doubt but what you want to do the best thing for the farmer 
and marketing in the normal manner and method of marketing this) 
cotton. I donot have the slightest doubt about that. 

I think you can perfectly ‘satisfy me and the people who complain 
to me if the Department, since this matter has been opened up, woull 
move in on it immediately and probably I think this would be the 
best way to do it—send somebody down to Memphis and meet, with 
them where you could have a broader hearing. 

After all, this hearing was not arranged until 4 o'clock yesterday| 
afternoon. 

Mr. McLarn. That is right. | 

Mr. Asernetuy. We have done very well to get accomplished what 
we did, but I believe if you will get somebody down in Memphis im) 
mediately—Mr. Raper or Mr. Rhodes, or both of them, and your’ 
self—and if you ha ave not been down in that country, it is a good) 


Democratic c and open this subject up with one view in mind 
| 
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to do what you think is best for the farmers and the trade, I think 
everyone would be perfectly satisfied. 

Mr. McLarn. This we planned on doing even before you called the 
hearing. 

Mr. Garuines. I am glad that you have moved in on it and were 
working on it. 

Mr. McLarty. You could not expect us to move on it until we had 
had complaints and we have plenty trouble after we get to that point. 

But we will assure you, Mr. Gathings, that we are going to explore 
further what the difficulties are, and if there is any solution that we 

can work out that will offset the feeling that this group has, we will 
try to see what we can do. 

Tf the subcommittee is interested, as I know you are. And you are 
going to leave town I understand sometime before Christmas; are you 
not ¢ 

Mr. Garuinos. I think so. 

Mr. Anerneruy. The slogan now is “Out by Christmas.” 

Mr. Hagen. I want to ask Mr. McLain about this situation where 
an alternate user of cotton also acts as a Government sales agent, 
what the situation is that then obtains. 

Mr. McLain. Where the purchaser is also a sales agent? 

Mr. Hacen. Where the alternate user of cotton also acts as a 
Government sales agent. 

Mr. McLain. This is a rather complicated thing, and I would 
rather have Mr. Raper answer it. 

Mr. Hagen. [| am not impugning the propriety of the actions of any- 
one in this regard, but one of the gentlemen testified that. he acts as a 
sales agent. ‘The question I was going to ask you is this: Is not that 
inherently a bad situation because—I assume—he receives all these 
bids? In other words, he has the first refusal ? 

Mr. McLarn. You ought to understand the complete system. I think 
you would not make that statement if you understood it completely. 

Mr. Rarer. Under the unlimited sales agent. agreement—and that 
is the agreement we are talking about now—the bidders on the cotton 
submit the bids to the custodian bank which holds the wafehouse 
receipts. The custodian bank opens those bids and sends the original 
of the bid to New Orleans, and at the same time sends the duplie: ate 
copies down to the sales agent. 

The sales agent does not know at the time he bids who else bid on 
the cotton and does not know anything about the price. He is actu- 
ally bidding in competition with everyone else, we think. 

Mr. Hagen. That is all, Mr. Chairman. 

Mr. Anernetuy. Are there any further questions? 

(No response. ) 

Mr. Anerneriy. I do not have any further questions. Mr. Secre- 
tary, if you will wait just one minute, I believe Mr. Gathings has 
something further. 

Mr. Hagen. I can find out something about. this matter on which I 
questioned you by calling someone as to whether that is occuring. 

Mr. McLatn. Mr. Rhodes is in ¢ California, and he was at Bakers- 
field. He reported to me this morning that everyone is happy with 
the way the thing is going to work out there. 
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Mr. Garuines. Mr. McCabe, I believe you had a statement to make, , if y 
Mr. McCase. I would like to comment on the subject of putting ) we’ 
the catalog back to the point of origin. We would be just happy to | witl 
do that. Ido not know how practical it is to put it at the war ehouse, W 
but we can certainly put one in each cotton exchange like Pine Bluff goin 
and Greenwood and any other place. M 
Let us say we send out 50 catalogs. That is perfectly easy, but itis 
sending one out to each warehouse w ould be a ver y difficult task anda F 
very expensive task and, frankly, I would not think of doing it. I som 
could not possible do it. thes 
Mr. Garutnes. It need not be that extensive. I do 
Mr. McCase. I think it would suffice, for instance, at Greenwood, | but 
Mr. Hammonp. I think, definitely, it would be the next best thing | in tl 
if he could furnish us with a catalog at the Greenwood Cotton Ex- | the 
change on all cotton. grou 
Mr. McCase. There is one point on which Mr. Raper would have to get ' 
help us, and that is with reference to the 8 days from the time you very 
get the cotton until you offer it.. I doubt if it can be catalogued that some 
fast in 8 days. I do not think it is physically possible for the mailto meet 


go that fast. hear 
_ Mr. McLarn. This is something that can be done by a simple change | and | 
in the regulation. M 


Mr. McCase. As far as having the catalogs around the country and =M 
at the proper places, it would be a pleasure to do it, and we would be M 
very happy to do it. M 

Mr. Gatrutnes. And, that would alleviate quite a lot of the ills. Mid: 

Mr. Hammonp. It would help a lot; there is no question about gent 


that. M 
Mr. Ercnreson. There is no question about it. That would re M 
strict his ever having a chance to sell it on samples. M 
Mr. McCase. I do not want to touch the samples, to be frank with, Mi 
ou. Mi 
Mr. Ercureson. That is your feeling, and I appreciate it. | M 


Mr. McCapr. I am speaking only for myself, and nobody else. I) M1 
will be happy to do it any way that is practicable with the Depart-| M 
ment to send a catalog, provided I do not get into an expensive opera- | Mi 
tion of mailing. | not b 

Mr. Garuines. If others like you would do the same thing it er Mi 
be most helpful. me 0 

Mr. McLain. Of course, if this were decided as a solution to the} M1 
problem, this would have to be one of the requirements of the pro- | comn 
gram which, of course, has some complications, but then it is one| Mr 


thing we ought to look at. ); Mr 
Mr. McCape. I might add that we would like the catalog of the . Mr 
Pine Bluff cotton at Greenvile, so we could bid on that, too. utt 
Mr. Ercureson. I think that is fair enough. will } 
Mr. Hamonp. All the cotton we have from the Greenville area) Mr 
we can furnish a catalog of it. Mr 


Mr. Garnines. What is going to be required to get this system to Mr 
work? The suggestion has been made by Mr. McCabe. What is Mr 
the next move to put it into effect ? migh 

Mr. McLarn. As far as we are concerned, again, we are listening | Mr 
to everything that is being said, and we hope when you get through | and 


| 
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e, if you have any suggestions to make, you will make them to us and 
we will proceed to objectively look at this with this —~ and check 
with other people and, if necessary, go to Memphis to check it out. 
We do not want to jump over here and do something that we are 
going to get into more trouble than we are in currently. 
Mr. ABERNETHY. Mr. McLain, you used the words “if you think 
ut itisnecessary to go to Memphis.” 
ia For whatever it is worth, I think it is important that you send 
I somebody down to Memphis early next week whereby you can get 
these people together and air this thing out. To tell you the truth, 
I do not know what to tell you to do with it. I have had some ideas, 
"dl. | but these people down there are more skilled in'this field than I am 
ng in the marketing of this cotton and I think it is most essential, since 
ix- | the subject has been opened, and you have a fairly representative 
_group here today on less than 2 or 3 hours’ notice that they had to 
to get out of their homes and get here this morning, and I think it _ 
‘ou very important, if you can—and I know you will if you car 
vat somebody in the Department get down to Memphis next week sad 
to meet with these people where you will probably have 200 people to 
hear from. I think they could very readily come to some conclusion 
ie and agreement about it. 
Mr. McLary. All right. 
nd) =s Mr. Anerneruty. I appeal to you to do that. 
be = Mr. McLain. We will try to get it done, Mr. Abernethy. 
Mr. Garuineos. I would like to ask the members of the trade in the 
Ils. Midsouth area when they think about the suggestion made by the 
out gentleman from Mississippi, Mr. Abernethy. 
Mr. Hammonp. We think it is very fine. 
re Mr. Garuines. What about you, Mr. Etchieson ? 
Mr. Ercutrson. I do, too, 
ith Mr. Garuines. Mr. Jones? 
Mr. Jones. Yes, sir; I do, provided it is next week. 
Mr, Garuines. What about you, Mr. Sanders ? 
[| Mr. Sanpers. Very fine; yes, sir. . 
art-| Mr. Garuines. Mr. Chappell? 
vra-| Mr. Cuapretn. Fine. Monday at 6 o'clock in the morning would 
| not be too early. 
wild} Mr. Smrrxa. Mr. Chairman, I am sure Mr. Hammond can speak for 
me on this, and he did. 
the} Mr. Garuines. Are there any further questions or any further 
yro- | comment ¢ 
one| Mr. Jones. Could this date be named now? 
| Mr. Garuines. On Thursday. 
the Mr. McLain. I will have to get Mr. Rhodes back from California, 
but the first of the week we will get Mr. Rhodes down there, and we 
| will have it some time next week as early as we can. 
ave. «= Mr. Garnines. You will set it up next week in Memphis? 
Mr. McLain. That is right. 
nto Mr. Garnines. Fine and good. 
+ is. Mr. Hagen. Mr. McLain, ‘while Mr. Rhodes is out on the coast, you 
might ask him to look into this. 
ring Mr. McLatn. He has been checking this everywhere he has been, 
ugh | and that is why he is amazed at these “complaints. 


Fa Saas 
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Mr. Garurnes. I think it will be most beneficial if you will have 
that meeting, and as Mr. Abernethy said, these gentlemen have been | gon 
on the plane for many, many hours to come here, and they have not Weu 
had much rest, and did not have much notice, and neither did you , Wa: 
gentlemen. But I think that would be worth while to have that | W 
meeting. ae 

Mr. ApprnetHy. Mr. Chairman, before we break up I want to per- y 
sonally congratulate you for setting this meeting up in such short 
order. I would like you gentlemen to know that Mr. Gathings called 
me yesterday afternoon at 4 o’clock and said we were going to havea) gon 
meeting, and going to have you people attend the meeting. I said, | How. 
“Have you notified them?” He said,“No.” But he set up the meeting, | Was 

Mr. Garuines. They are interested, or they would not be here. | Pr 

Before we close this hearing, I would like to submit for the record, , ## 
without objection, a telegram ‘which I received from the president of | ta) 
the New Orleans C otton Exch: ange, Mr. William J. Lodwick; a tele- | cust: 
gram from the George Barker (¢ ‘otton Co. and the Mur rey Cotton Co., | 
of Jonesboro; a telegram from Mr. E. P. Newbern, dated September | 
11, 1959, and addressed to me: a telegram from Mr. H. N. Swe: irengen, | 
of Blytheville, Ark.: one from the Blalock & Co. Cotton Sales from | 
Arkansas, and one from Mr. W. K. Love, Jr., president of the New 
York Cotton Exchange; one from H. Vandiver, general manager of | gon. 
the Mid-South Cotton Growers Association, and also a telegram dated Hous 
September 11, 1959, from W. K. Love, Jr., president, New York Wash 
Cotton E xchange, and a letter from the Mid-South Cotton Growers} 4s 


Association, Memphis, Tenn. | ase 
(The data referred to follow :) on 6 
Luspock, Trex., September 11, 1959. | opinic 

Hon. E. C. GATHINGS, the e 
House of Representatives, unnat 


Washington, D. C.: 

With reference to handling choice A cottun we request that rebating be pro- 
hibited of sales fees to persons or firms who do not perform the sales function 
with this added to the regulations, we believe the practice of rebating will stop) n. 
automatically. The few instances left could be policed by the trade which would) House 
report the violations to the New Orleans office of the CCC. | Wash: 

Some Dallas shippers are paying high fees to banks and other pure hasing| | 
agencies to forward cotton direct to their Dallas offices and thus eliminating Ples 
local sales agencies and defeating the purpose and intent of regulations regard-| ao 
ing local sale of choice A cotton. sans 

We believe milis should be declared ineligible to operate as sales agents to! Fecogn 
sell Government cotton to themselves. We believe cotton should be sold by sales! will gu 
agents in the area of production, or where such cotton has been normally sold.| 
For instance, west Texas cotton to be sold in west Texas: Central Belt cotton! 
in the Central Belt; Far West cotton in the Western Belt; and Eastern cotton) Hon. 3 
in the Eastern Belt. We believe purchasing agents should be limited to gins) (ygiry 
banks, co-ops, or to persons or firms who have been actively engaged in buying’ pag; 
and selling cotton during the past 2 years, or who have been approved as lend. ade 
ing agencies to handle Government loan cotton, as we have a situation wher) in the 
some warehouses that have never been loan agents nor ever bought or sold any our lo 
cotton are qualifying as purchasing and sales agents and are tendering their) our cot 
cotton direct to New Orleans catalog, their purpose being to delay sale and thus 
increase storage charges. 


LUBBOCK COTTON EXCHANGE. | 
T. D. Stuart, President. 
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NEw ORLEANS, La. 
Congressman E. C. GATHINGS, 
New House Office Building, 
Washington, D.C.: 

We join in protest against the present cotton program which has resulted in 
complete elimination of the functions of the New Orleans Cotton Exchange after 
88 years of service to the industry. 

Wo. J. Lopwick, President. 


Recror, Ark., September 11, 1959. 
Hon. BE. C. GATHINGS, 
House of Representatives, 
Washington, D.C.: 

Present CSS regulations allowing choice A cotton to be moved from local 
areas to eastern mill locations for resale is putting local merchants and cotton 
puyers out of the cotton business. Our understanding of choice A program was 
to allow sale of cotton in area of growth by long-established and time-tried 
eustom. 

GEORGE BARKER CoTTON Co., 
Rector. 
MuRREY CorrTon Co., 
Jonesboro. 





MEMPHIS, TENN., September 11, 1959. 
Hon. E. C. GATHINGS, 
House of Representatives, 
Washington, D.C.: 


As a farmer, cotton buyer, and taxpayer I want to add my protest to the 
practice of giving of rebates to have the resale of our choice A cotton in distant 
areas. Not only is this destroying the small cotton merchant but is hurting 
our farmers who have worked for years to produce a quality product. In my 
opinion the whole trouble comes from allowing an unlimited sale agent to buy 
the cotton he is selling for the CCC for his own account which is certainly an 
unnatural practice. 

E. P. NEWBERN. 


BLYTHEVILLE, ARK., September 11, 1959. 
Hon. B. C. GATHINGS, 
House of Representatives, 
Washington, D.C.: = 


Please impress the importance to simplify details, minimize expenditures by 
avoiding useless signatures such as warehouseman signatures on each producer’s 
sales agreement. Shoulder the burden of details upon all handlers and trade, 
recognized cotton trade rules in the area to apply, the CCC bond requirement 
will guarantee the disposition of operation as intended. 

H. N. SwWEARENGEN. 


PARAGOULD, ARK. 
Hon. E. C. GATHINGS, 
Chairman, Cotton Subcommittee, 
Washington, D.C.: 


As a ginner and cotton sales agent we are glad to have a demand for A cotton 
in the Carolines; however, let me assure you that we invite bids for cotton in 
our local communities and if we can get a satisfactory demand we will offer 
our cotton in this area. 

BLaALocKk & Co. Corron SALE. 
By RUPERT. 
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MEMPHIS, TENN., September 11, 1959, like 
Hon. E. C. GATHINGS, text: 
Washington, D.C.: a 
Present 1959 cotton program regulations causing unnecessary hardships op | of tl 
farmers and industry. Most pressing change needed is one requiring signature | in th 
of warehouseman on purchasing document before farmer is paid. Both purchase | _. 
and sales program has caused more confusion and dissatisfaction than any jg | ttle 
history. Detail clerical requirements are difficult and many unnecessary. We | the 1 
need relief if we are to remain in business. 

Mip-SoutH CoTTtoN GROWERS ASSOCIATION, | 

H. VANDIVER, General Manager. 





New York, N.Y., September 11, 1959. 

Representative E. C. GATHINGS, 
Chairman, Cotton Subcommittee, House Committee on Agriculture, area: 
New House Office Building, Washington, D.C.: then 
This exchange is intensely interested in the hearings your subcommittee fg 
holding today to receive complaints of cotton merchants that the present cotton | the « 
program of the Federal Government is destroying normal patterns of trade. We 
emphatically agree that this complaint is justified and would like to emphasize 
that the futures exchanges as well as the cotton merchants are suffering severely 8 to 4 
from this unfortunate Government policy. “:_ 
The basic difficulty has never been stated better than by the Assistant Secre. | ered 
tary of Agriculture, Mr. Marvin L. McLain, in a letter addressed to us on ig his 
September 4, 1959: “It is generally agreed that present legislation makes govern- “e 
mental sales dominant market factors and thus practically reduces investment | : 
risk.” often 
Futures exchanges were developed to act as adjunct to the merchandising of take | 
cotton under a free enterprise system. If the Government is to be both buyer | 





and seller of the overwhelming majority of the crop at legislated prices, there _ 
is very little room left for merchants or futures exchanges to operate. farm. 


We doubt that any administrative action can do anything to alleviate the “4 
present condition and respectfully suggest that new legislation is urgently Gove: 
needed if free enterprise is to survive in any segment of the cotton industry. 

We respectfully request permission to submit a detailed statement for the| 


record. Pr 
W. K. Love, Jr., T! 


: : g : that i 
res > as9 rk C re 2, 
President, New York Cotton Exchange less t 
, , ’ . “AS 
STATEMENT BY New YorRK CoTToN EXCHANGE A 
shoul 


We wish to thank the Cotton Subcommittee of the House Committee on Agri- , 


culture for the opportunity to file for the record of its hearings, held September! #lwa} 
11, 1959, a statement by telegram addressed to the chairman of the Cotton Sub-| plan : 
committee and also for the privilege of further submitting for the record a| of the 
more detailed statement concerning the cotton problem before it at this time, | Marg) 
We would like to again submit for your consideration the first paragraph of! “Su 
our telegram ; that is: the ta 
“This exchange is intensely interested in the hearings of your subcommittee 
is holding today to receive complaints of cotton merchants that the present 
cotton program of the Federal Government is destroying normal patterns of 


trade. We emphatically agree that this complaint is justified, and would like | n 
to emphasize that the futures exchanges as well as the cotton merchants are| 
suffering severely from this unfortunate Government policy.” d 


We cannot emphasize too strongly the premise that if the Government isto Wh 
be both buyer and seller of the overwhelming majority of the crop at legislated’ condit 
prices, there is very little room left for merchants or futures exchanges to oper- free ¢ 
ate, and it is our considered opinion that such action will accomplish complete} We 
socialization of the entire cotton industry. | Spirit 

In addition to total disruptive conditions within the normal distributive {tole 
facilities of the cotton trade created by the present cotton program, we would ofthe 
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| like to submit for your consideration comments voluntarily offered to us by a 
textile mill, a large consumer of raw cotton, and we quote: 

“Our company uses about 100,000 bales of cotton each year. The movement 

of this fiber is of vital interest to us and to the over 3,000 people that we employ 


re | in the South. 
ase | “In recent years, we have encountered confusing regulations and price compe- 
in | tition with the Government loan program. This season, however, has produced 


We | the most frustrating conditions we have ever witnessed. 
* | “4, Instead of one price, we are faced with three price levels: 
“(a) The CCC must buy Middling 1-inch cotton from the choice A farmer 


', in the Carolinas at, roughly, 35 cents per pound. 
“(b) The CCC must offer to resell this cotton to anyone at, roughly, 32 
cents. 
| “(c) The CCC must lend, roughly, 29 cents per pound to the choice B 
| farmer. 


“2, For over 30 years, we have been buying from small cotton merchants in 
areas contiguous to our mills. We looked at samples to determine quality and 

| then reached an agreement pricewise. Shipment was made the next day. 
“Now because of redtape effective for the first time, newly appointed CCC 


> Is buying agents are reluctant to offer cotton for resale. Consequently, much of 
ton | the cotton in our territory is being sold to the CCC. We estimate it will take 
We at least 8 weeks before that cotton is offered to us. True, we can buy 1958 cotton 
SIZ | from the CCC catalog, but even that transaction is on a bid basis, requiring from 
rely 8 to 4 weeks from bid to arrival at our mill. 
‘During the period that we need cotton the fastest, our operations are hamp- 
cre ered by unrealistic regulations that lead the farmer to feel that the Government 
02 | jg his best customer, not the mills that actually use the cotton. 
‘rn-| «3. Government classing is based on visual standards established many years 
rent ago: the brighter and cleaner the cotton, the higher the support price. As is so 
| often the case, when you give an American an incentive, he will work hard to 
g of take advantage of it. Machinery manufacturers have developed heaters, dryers, 
yer} and cleaner that have embrittled cotton fibers but have made them shiny and 
Nef! free of trash. Mills can’t spin the cotton as well, because it is weaker, but the 
farmer gets more money for a product that is of less value to his real customer. 
the} “4, When we buy from the CCC, we cannot look at samples. We must accept 
ntly Government class cards without recourse to any arbitration board. In other 
try. words, if the merchandise is faulty, we cannot make any sort of a claim. Caveat 
the emptor. 
“Then, too, because we cannot examine samples, we often find that cotton 
* that is called Middling based on visual standards is actually worth several cents 


less to us because it has been overginned and will not spin well in our mills. 
“As a result, mills tend to buy CCC stocks only in desperation. But why 

should they? The CCC was not established to merchandise cotton. - 

\gri-} “5. One of the most helpful and conservative tools in the cotton business has 

nber| always been the futures market. Its presence has enabled buyer and seller to 

Sub-| plan ahead for many months without fear of a major loss. The insurance factor 

rd a| of the cotton exchanges has made it possible to transact business at a very low 

1e, | Margin, thus benefiting the ultimate consumer. 

hoof! “Suming up this section, governmental regulations, at a staggering cost to 

| the taxpayer have: 


ittee “A. Impaired the relationship between producer and customer. 

sent “B. Seriously squeezed the small country merchant. 

is of “C. Made it profitable for the farmer to demand that the ginner over- 
like machine and thereby weaken his cotton. 

; are | “D. Practically put the futures exchanges out of business, which would 


destroy a major stabilizing influence in the cotton trade.” 

is to While we welcome any administrative action that will alleviate the present 
lated| Condition, we respectfully suggest that new legislation is urgently needed if 
oper: | free enterprise is to survive in any segment of the cotton industry. . 
plete} We wish to assure you that our efforts are extended in a very determined 

spirit to be of assistance to you and your committee in its effort to correct an 
utive intolerable situation which we believe will lead to the complete socialization 
vould ofthe entire cotton industry. 
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Mip-SoutH Corton GROWERS ASSOCIATION, 2, ¥ 
Memphis, Tenn., September 19, 1959, an apt 


To Hon. EB. C. Gathings, Hon. Ross Bass, Officials of CCC, and U.S. Departmeng help ¢ 
of Agriculture. of tra 
GENTLEMEN : In the interest of time we refrained from presenting testimo; 3. W 
at the hearing held at Hotel Peabody, Memphis, Tenn., on Friday, September 18 the 14 
1959. We had several problems to discuss which were partly covered by variong points 
representatives at the hearing. differe 
Inasmuch as there is some question as to our position regarding several of 1 ¢ 
the controversial matters, we will appreciate your accepting this statement as Washi 
a part of the proceedings. about | 
Mid-South Cotton Growers Association, for a period of 30 years, has been | % fart 
marketing cotton for approximately 30,000 cottongrowers, members and owners and @) 
of the organization. And, speaking for them, we wish to state that we are jp | places 
agreement on the objective of moving cotton into consumption and thus reducing other , 
our burdensome cotton surplus. We. 
We agree, in order to preserve the industry, the new 1959 cotton program should the De 
be centered around mechanics which will move the cotton through the normal 2 P 


channels of trade. To these objectives we subscribe wholeheartedly. Res} 
We fully realize to accomplish these objectives certain changes must be made 
to conform to the legislation adopted. Mr. 


It was our understanding that the rules and regulations covering the admin- N 
istration of the law would safeguard the interest of all segments and that the (Nc 
program would proceed with fairness and equity, without advantage to any Mr. 
particular group or segment. To this we subscribe and support. (Th 

We commend the administrators for their efforts in developing the procedures Thi 
outlined in Bulletin 2, the blue book and amendments thereto. The many pages etol 
represent long hours of work and study. But, just as in every new program. Uc oD 
there will be points of oversight which create confusion. The plan on paper (Th 
does not at all times work out in practice due principally to the habits and | ;per 13 
customs of people. No system is éver static. For that reason we feel that the | 
Department should make necessary changes in line with objectives. 

1. We recommend that any cotton firm be permitted to extend its purchasing 
agency territorial franchise to cover historical areas with salaried or commis. | 
sioned employees. This would mean that, in the case of Mid-South Cotton 
Growers Association, we would be permitted to serve our thousands of farmer 
members through local purchasing agents who in fact would be under our 
supervision. We raise the question: What differences does it make whose money 
is used, the local agent’s personal funds or his company’s. Regardless of which 
money is used in paying the farmer for his cotton, it is the Government’s money 
which supports each and every transaction. 

As you can see, we have an organization which serves farmer members in five 
States. If our local cotton receivers cannot deal with their headquarters office 
as such, then our membership in those various localities are prohibited from 
patronizing the institution which they own and control. 

Inasmuch as the discussion at Hotel Peabody emphasized the movement of 
eotton through the normal channels of trade, then, based on this assertion, Mid- 
South Association, under the new ruling, is prevented from operating and fune. 
tioning in the normal channel manner. This organization through a period of 
years has handled nearly 5 million bales of cotton to the complete satisfaction 
of farmer members. The numerous price-support programs in this territory 
have been successful due principally to this system of subagents or local receivers 
of the organization giving assistance to farmers. 

It has come to our attention recently that more than 200 of our subagents are 
now approved purchasing agents dealing with other firms in directing their cotton 
for sale. Many have informed us that they cannot afford to direct their cotton 
to this organization on just a purchasing agent’s fee of 75 cents a bale, due t0 The ; 
the rebate situation which was discussed thoroughly at the Peabody meeting. Stabiliz: 

Up to this time this organization has been damaged in two serious ways: | Cotton 
(1) Our field organization of long years of training and standing has passed into 199 (¢ 
other hands; (2) this situation has prevented this organization from serving thé (paling 
farmers who own and control it. ust be 

Following the discussion at the Peabody meeting, we are in agreement 1 the 
the suggestion that notice of sale and catalog should be posted at least 48 houl by the p 
before time of sale. 
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9, We recommend that all purchasing agents be required to offer to designate 
gn approved sales agency before submitting the cotton direct to CCC. This will 
help carry out the spirit of the law by keeping cotton in the normal channels 
f trade. 
= We recommend the setting up of a clearinghouse arrangement in each of 
the 14 designated spot markets where CCC monitors can make decisions on 

ints of misunderstanding relative to all requirements. There seems to be 
different interpretations on various questions of policy. 

In conclusion we wish to bring to the attention of our representatives in 
Washington the fact that a great deal of misinformation is being disseminated 
about this program. Some of the statements refer to this program as a subsidy 
tofarmers. Our position is that this program has resulted into a subsidy to mills 
and exporters, and the public should so be informed. In fact, the program 
places the top or limit on the farmer’s income at 80 percent of parity, whereas 
yther segments of our economy do not have such restrictions. 

We wish to express our sincere appreciation to all Members of Congress and 
the Department of Agriculture for their efforts to bring about equity and fairplay 
in a program designed to improve the cotton situation in this country. 

Respectfully submitted. 


H. VANpIveR, General Manager. 
Mr. GarHines. Is there any further comment ? 
(No response. ) 
Mr. Garuines. The committee will stand adjourned. 
(Thereupon, at 3:30 p.m., the subcommittee adjourned.) 
This additional information was submitted to the subcommittee on 
October 30, 1959, and is inserted in the record at this point. 
(The data referred to above are as follows: ) 
(Ref. 18-CN) 
1959 Cotton Bulletin 2, Amdt. 3 
UNITED STATES DEPARTMENT OF AGRICULTURE 
Commodity Stabilization Service 


Commodity Credit Corporation 
1959 Corron PURCHASE PROGRAM REGULATIONS 
(Reprinted from Federal Register of September 18, 1959) 
TITLE 6—AGRICULTURAL CREDIT ~ 


CHAPTER IV—CoMMODITY STABILIZATION SERVICE AND COMMODITY CREDIT 
CORPORATION, DEPARTMENT OF AGRICULTURE 


SUBCHAPTER B—LOANS, PURCHASES, AND OTHER OPERATIONS 
{1959 CCC Cotton Bulletin 2, Amdt. 3] 
Part 427—CortTon 
SUBPART—1859 COTTON PURCHASE PROGRAM REGULATIONS 
Preparation of Documents 


The regulations issued by Commodity Credit Corporation and Commodity 
Stabilization Service, published in 24 F.R. 3482, 4876 and 6643 as 1959 CCC 
Votton Bulletin 2 and containing the terms and conditions with respect to the 
159 Cotton Purchase Program, are hereby amended to revise the procedure 
lealing with the time ‘when the Agreement of Warehouseman on the Form SA 
lust be executed by the warehouseman in order to facilitate the disbursement 
w the producer by the purchasing agency of the purchase price for cotton sold 
y the producer to CCC under the provisions of this subpart. 
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Section 427.1062(b) is hereby amended to read as follows: increase 

§ 427.1062 Preparation of documents. wiles a 
yormé 

* ok * * * * % Accort 


(b) The Purchasing Agency's Certificate on each Form SA tendered for pyr. section 
chase by CCC must be executed by the purchasing agency making the purchage Agency - 
from the producer. The original of Form SA must be signed by the producer) 4 Ea 
and the copy marked “producer’s copy” is to be retained by the producer, Pyr. \ly ware] 
chase forms must not be signed in blank. All applicable entries, except entries jeast 1 W 
under the Agreement of Warehouseman, must be completed prior to the time the ave 
form is signed by the producer and the purchasing agency. If the Agreement catalog * 
of Warehouseman on Form SA is not executed prior to payment of the purchase ing of of 
price, the purchasing agency shall require the producer to pay charges due the|Sales As 
warehouseman according to § 427.1066 and, before tendering the purchase dogey.|catalog | 
ments to CCC, shall present the Form SA, class cards and warehouse receipts catalog, | 
to the warehouseman for execution of the Agreement of Warehouseman op if Cotto! 
Form SA and for stamping of the warehouse receipts to reflect the date\nouses 1 
through which charges have been paid. The proper status of the producer ((,¢,{I00 mile 
whether landowner, landlord, tenant, or sharecropper) must be shown in the sall be 
space provided therefor on Form SA and all landowners and landlords myst jtton 1s 
sign the Lienholder’s Waiver on such forms whether or not they Claim liens|‘Notice 
unless the landowners and landlords as eligible producers are selling their cotton; B. The 
jointly. Cotton of various grades and staple lengths may be included on one Al 
Form SA. All of the cotton on a Sales Agreement must have been ginned at the) Flor 
same gin, must be stored in the same warehouse, and the gin bale number of! ness 
each bale must be entered in the applicable column of the Schedule of Cotton! Ar 
Sold on the Form SA. Not more than 999 bales shall be included on any one! Miss 
Sales Agreement. When a producer has two or more Choice (A) farms, the, Rive 


cotton produced on different farms shall not be entered on the same Form SA. Ar 

Section 427.1068 is hereby amended to read as follows: “ 
n - © - r 
§ 427.1068 Manner of payment to producers. Dist 


Purchases of cotton under the 1959 Cotton Purchase Program will ordinarily} Cotton 
be made by purchasing agencies acting as agents for CCC. In such case, thelgrea or ¢ 
producers must tender a Cotton Producer’s Sales Agreement, together with'house in 
forms required in § 427.1058, to the purchasing agency not later than April 30Jgaph C, | 
1960. After completion of the Form SA in accordance with § 427.1062, the pur-| ¢, Any 
chasing agency will pay the purchase price on behalf of CCC in the manner (par, B, al 
directed in the Producer's Sales Agreement on such Form SA and will distribute yarehous 
the copies of Form SA in accordance with the provisions of the Purchasing\the provi 
Agency Agreement. A producer may also obtain payments direct from CCChhefollov 
by tendering a properly exeeuted Form SA, together with forms required in Z. 
§ 427.1058, to the New Orleans office not later than April 30, 1960. In case pay-| being 
ment is to be obtained direct from CCC, the sales documents shall be transmitted 2. 
to the New Orleans office by the county office of the county in which the! openi 





producer’s farm is located. 3. 
(See. 4, 62 Stat. 1070, as amended; 15 U.S.C. 714b. Interpret or apply see. 5) ward 
62 Stat. 1072, sees. 101, 102, 401, 683 Stat. 1051, as amended: 15 U.S.C. 714e, Exan 
7 U.S.C. 1441, 1443, 1421) whic! 
| of sue 
Issued this 15th day of September, 1959. ‘ji 
WALTER C. BERGER, time 
Executive Vice President, Commodity Credit Corporation. a 
' vided 

all st 

oi | by Be 

U.S. DEPARTMENT OF AGRICUTURE, D. The 


COMMODITY STABILIZATION SERVICE, wles ager 
New Orleans, La., September 25, 1959. | This sp 
packnow 


APPROVED SALES AGENCY CIRCULAR LETTER No. 5 


(1959 Cotton Purchase Program) 


To All Sales Agencies: 


* ° * ® ° : ° } 
GENTLEMEN: Commodity Credit Corporation has determined it is desirable to 
make certain changes in the procedures for selling Choice A cotton in order to 
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|:nerease competition in bidding for such cotton offered for sale through local 
ales agencies and to permit greater freedom in the purchase of such cotton in 
yormal trade channels. 

, Accordingly, you are hereby instructed pursuant to paragraphs 1 and 10 of 
wtion I of the Cotton Sales Agency Agreement (Limited) or Cotton Sales 
iency Agreement (Unlimited) entered into between you and CCC that: 

pr Each catalog of cotton available for sale shall contain all cotton represented 
ir. |bY warehouse receipts which have been deposited with the custodian bank for at 
wf jeast 1 week. The catalog may also contain cotton for which warehouse receipts 
he bave been deposited with the custodian bank for less than 1 week. The agency’s 
nt catalog shall be posted at least 48 hours in advance of the time specified for open- 
= ng of offers, in lieu of the 24 hours provided in paragraph ~ of section I of the 
i gles Agency Agreement. Except where copies of forms SA are used as the 
ay. (catalog the sales agency shall, in addition to the local posting of the agency’s 
‘+e eatalog, also forward immediately a copy of such catalog to the offices of Boards 
f Cotton Examiners of the U.S. Department of Agriculture serving the ware- 
youses in which the cotton is stored and to organized cotton exchanges within 


lr- 
Se 
er, 


ots 
on 


ite - . % 6 nes ‘ ” 
e (100 miles of such warehouses. <A copy of the sales agency’s “Notice of Sale 
he stall be attached to each copy of the catalog. The warehouse in which the 


ist cotton is stored must be shown in each catalog but need not be shown in the 
Notice of Sale.” 


= B. The Cotton Belt is divided into four areas as follows : , , ; : 
mne| Area I. The States of Virginia, North Carolina, South Carolina, Georg a, 
‘he! Florida, Alabama, and that part of the State of Tennessee east of the Ten- 
of! nessee River. 

bon | Area II. The States of Missouri, Illinois, Arkansas, Louisiana, Kentucky, 
ne| Mississippi, and that part of the State of Tennessee west of the Tennessee 


oe, River. 
e Area III. The States of Kansas, Oklahoma, and Texas, except for the 
“" egunties west of Midland, Upton, Crockett, and Val Verde. 

Area IV. The counties of Texas not included in area III (Crop Reporting 

| District 6) and the States of New Mexico, Arizona, Nevada, and California. 
‘ily} Cotton stored in one of the areas listed above and offered for sale within such 
thelyrea or at any point outside such area not more than 100 miles from the ware- 
ith house in which the cotton is stored will not be subject to the provisions of para- 
30,4raph C, below. 
ur-| ¢. Any cotton offered for sale at a point which is outside the area (as listed in 
nerjar, B, above) in which-it is stored and which is in excess of 100 miles from the 
ute warehouse in which it is stored shall be subject to the following provisions and 
ing the provisions of the applicable Sales Agency Agreement as modified by any of 
CO ithe following provisions : 


in 1. All such cotton shall be listed in a separate catalog from other cotton 
ay-| being offered for sale. : 

ted ' 2. The catalog shall be issued at least 6 calendar days prior to date of 
the! opening of offers. 


3. A copy of the catalog, in addition to being posted locally, shall be for- 
_~{ warded immediately after issuance to the offices of the Boards of Cotton 
14s Examiners of the U.S. Department of Agriculture serving the warehouses in 
which the cotton is stored and to organized cotton exchanges within 100 miles 

of such warehouses. 

4. Offers for such cotton shall be received for opening on a date and at a 

| time at which offers for other cotton are to be opened. 

5. All such cotton shall be offered for sale only under groupings as pro- 
vided in paragraphs 2(a) (1), (2), and (3) of announcement CN-A. Thus, 
all such cotton will be sold on the basis of the classification assigned to it 
by Boards of Cotton Examiners of the U.S. Department of Agriculture. 

), The instructions contained in our letter of August 8, 1959, to all unlimited 
wiles agencies are hereby rescinded. 

This special instruction is being sent to you in duplicate. You are requested 
acknowledge receipt of it by signing one copy in the space provided and return 
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it to this office within 5 days. Failure to so acknowledge receipt of this ingg 
tion will make it necessary for us to proceed to terminate your agreement 
provided in section V of the agreement. 
Very truly yours, 
/s/ A. P. MCLACHLAN, 
Acting Director, CSS Commodity Of 


I hereby acknowledge receipt of and agree to comply with the 
instructions. 


Signature and title 9 








